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NOTE. — The  freedom  with  which  the  author  has  criti- 
cised the  policy  and  measures  of  the  Treasury  Depart- 
ment makes  it  proper  to  say  that  he  found  no  provocation 
thereto  in  the  Report  of  Mr.  Fessenden,  whose  tenure  of 
the  office  of  Secretary  was  more  accidental  than  other- 
wise, and  who  was  not  called  upon  to  announce  princi- 
ples or  to  initiate  methods,  but,  only  to  follow  out  those 
which  were  determined  upon  by  his  predecessor. 


GENERAL  INTRODUCTION. 


The  National  Debt  is  the  subject,  above  all 
others,  which  fills  the  thoughts  and  claims  the 
anxieties  of  every  serious  rnind  in  the  country. 

It  is  a  movable  weight  on  the  deck  of  our  ship 
of  State,  which,  by  proper  regulation  may  give 
it  stability  and  govern  its  course,  or  by  bad  man- 
agement may  keep  it  rolling  dangerously  from 
side  to  side,  to  the  common  alarm  and  injury. 

As  the  control  of  this  weight,  under  existing 
laws,  is  necessarily  entrusted  for  the  greater  part 
to  a  few  persons,  it  is  a  source  of  double  dis- 
quietude and  apprehension — on  one  hand  from 
the  possible  incompetence  of  the  management,  on 
the  other  from  the  power  that  it  gives  to  serve 
personal  or  party  ends. 

Before  the  rebellion  the  public  treasury  was 
only  a  subsidiary  of  the  government ;  the  people 
were  hardly  conscious  of  its  existence.  Now,  its 
proportions  are  great  enough  to  be  their  master. 
It  lays  its  hand  heavily  on  their  daily  life — on  all 
their  labors,  their  wants,  and  their  enjoyments. 

The  necessity  of  a  yearly  revenue  of  several 
hundred  million  of  dollars  gives  law  to  industry, 
imposes  regulations  that  govern  production,  and 
already  begins  to  injure  the  employments  of  the 
people. 

The  following  extracts  are  taken  from  the  last 
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Report  of  the  Secretary  of  the  Treasury  to  Con- 
gress, presented  December  3,  1866.  (pp.  24, 
26.) 

"  The  prices  of  labor  and  materials  are  so  high 
that  ship-building  cannot  be  made  profitable  in 
the  United  States,  and  many  of  our  ship-yards 
are  being  practically  transferred  to  the  British 
Provinces. 

Timber  can  be  taken  from  Virginia  to  the  Prov- 
inces, and  from  these  Provinces  to  England,  and 
there  made  into  ships  which  can  be  sold  at  a 
profit ;  while  the  same  kind  of  vessels  can  only 
be  built  in  New  England  at  a  loss,  by  the  most 
skilful  and  economical  builders.  But  the  evil 
does  not  stop  here :  if  the  only  loss  was  that 
which  the  country  sustains  by  the  discontinuance 
of  ship-building,  tfiere  would  be  less  cause  of 
complaint.  It  is  a  well-established  general  fact, 
that  the  people  who  build  ships  navigate  them, 
and  that  a  nation  which  ceases  to  build  ships 
ceases,  of  consequence,  to  be  a  commercial  and 
maritime  nation.  Unless,  therefore,  the  causes 
which  prevent  the  building  of  ships  in  the  United 
States  shall  cease,  the  foreign  carrying  trade, 
even  of  our  own  productions,  must  be  yielded  to 
other  nations. 

So  high  are  prices  of  every  description  that 
men  hesitate  to  build  dwellings  as  fast  as  they 
are  required,  and  thus  rents  are  so  advanced  as 
to  be  oppressive  to  lessees,  and  the  healthy 
growth  of  towns  and  cities  is  retarded.  So  it  is 
in  regard  to  manufactories.  Mills  which  were 
built  before  the  war  can  be  run  profitably,  but 
so  expensive  are  labor  and  materials  that  new 
mills  cannot  be  erected  and  put  into  operation 
with  any  prospect  of  fair  returns  upon  the  invest- 
ment, unless  upon  the  expectation  that  taxes  will 
remain  as  they  are,  and  prices  be  sustained,  if 
they  are  not  advanced.  The  same  causes  are 
injuriously  affecting  agriculture  and  other  inter- 
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ests  which  it  is  not  necessary  to  particularize.  It 
is  everywhere  observed  that  existing  high  prices 
are  not  only  oppressing  the  masses  of  the  people, 
but  are  seriously  checking  the  development, 
growth,  and  prosperity  of  the  country." 

The  Honorable  Secretary,  perhaps  wisely,  con- 
sidering his  official  position,  leaves  it  to  others 
to  complete  the  details  of  his  sketch. 

If  ship-building  can  no  longer  be  profitably 
carried  on  in  the  United  States,  what  is  to  become 
of  the  laborers  heretofore  employed  at  it  ?  What 
is  to  become  of  the  carpenters,  and  of  the  car- 
penters' children  ;  of  the  caulkers,  and  of  the 
caulkers'  children  ;  of  the  joiners,  and  of  the 
joiners'  children  ;  of  the  miners  that  -produce 
the  metals  used  in  the  art ;  of  the  metal  workers  ; 
of  the  painters,  varnishers,  and  glaziers ;  of  the 
founders  and  the  engine- makers ;  of  the  fur- 
nishers and  the  upholsterers  ;  of  sailors,  clerks, 
coal-heavers,  and  so  forth  ? 

If  the  manufacturers  stop  their  spindles,  what 
is  to  become  of  the  army  of  men  and  women, 
boys  and  girls,  to  whom  they  have  heretofore 
given  employment  ? 

If  capitalists  cease  to  build  houses,  where  will 
the  brickmakers.  hodmen,  masons,  hardware 
and  crockery  dealers  go  for  a  living  ? 

If  the  labors  of  agriculture  become  embar- 
rassed, what  will  save  us  from  famine  ? 

These  are  ominous  questions,  suggested  by  the 
most  important  bureau  of  the  government — the 
most  important  because  the  most  influential  in 
its  positive  bearings  on  the  general  interests  of 
the  country. 
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The  Secretary  of  the  Treasury  embraces  the 
whole  subject,  in  one  sentence,  as  follows : 

"How  shall  the  necessary  revenue  be  raised 
under  a  system  of  internal  and  external  taxes, 
without  sustaining  monopolies,  without  repress- 
ing industry,  without  discouraging  enterprise, 
without  oppressing  labor  ? "  {Report  of  Decem- 
ber 3,  1866,  p.  23.)  But  we  are  disappointed  to 
find  that  he  considers  it  "  a  question  of  adapta- 
tion rather  than  principle,"  and  that  he  declines 
to  discuss  it.* 

If  we  could  be  persuaded  that  there  is  no 
starting  point  of  scientific  accuracy  at  which  to 
begin  the  practical  treatment  of  our  affairs,  no 
guiding  principle  to  apply  in  their  administra- 
tion, we  would  at  once  despair  of  seeing  them 
brought  into  a  satisfactory  train.  Their  exist- 
ence, simply,  must  be  taken  as  proof  that  there 
are  laws  and  principles  in  them,  perfectly  suited 
to  their  direction,  and  discoverable  by  us  on 
due  diligence  and  perseverance. — To  assist  in 
such  discovery  is  the  main  purpose  of  this  vol- 
ume. 

It  is  not,  now,  difficult  to  see  the  connection 
between  our  public  debt,  and  the  labors  of  the 
people — between  the  administration  of  that  debt, 
and  the  welfare,  the  freedom,  the  organic  life  of 
the  Republic.  We  nse  these  significant  expres- 
sions because  we  desire  to  surround  the  subject 
with  all  the  gravity  and  all  the  alarms  that 
belong  to  it. 


*  "  The  Secretary  is  not  disposed  to  discuss  the  question  in  this 
report."    p.  23. 
"  The  Secretary  does  not  intend  to  discuss  it."    p.  2G. 
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Great  as  is  the  calamity  of  war,  it  is  not  so 
great  a  calamity  as  the  oppression  of  labor  by 
excessive  and  perpetual  taxation.  The  one  bleeds 
part  only  of  a  single  generation  ;  the  other  sends 
its  consequences  down  through  successive  genera- 
tions, and  condemns  the  body  of  the  people  to 
exhaust  their  life  in  earning  a  bare  and  uncertain 
subsistence. 

The  great  mass  of  the  human  family  in  all 
countries  live  by  labor.  The  number  of  those 
who  possess  income  is  small  compared  with  the 
multitude  who  are  dependent  on  wages,  or  on 
the  returns  of  some  kind  of  daily  work.  The 
highest  function  of  government  is,  therefore,  to 
protect  the  natural  rights  of  labor  by  every  law 
and  practice  necessary  to  make  it  sufficient,  not 
merely  for  the  wants  of  the  body,  but  for  the 
wants  of  the  mind  also.  The  sufficiency  of  labor 
to  these  ends  enables  the  man  to  gain  that  point 
of  self-respect  without  which  morality  scarcely 
becomes  a  part  of  action — below  which  there  is 
hardly  a  motive  to  public  duty,  or  a  sentiment 
of  social  sympathy,  but  in  their  place,  selfishness 
and  misanthropy. 

It  may  be  affirmed  that  no  government  is  safely 
founded  where  labor  is  not  recognized  as  the 
prhnary  interest  of  the  State.  The  State  is  then 
naturally  divided  against  itself.  Revolution  waits 
only  for  popular  intelligence  to  wake  it  up,  and 
the  State  must  fall. 

The  Public  Debt  brings  the  government  of  the 
United  States  to  this  issue.  Labor  is  oppressed  in 
all  its  branches.  By  the  operation  of  excessive 
taxes,  capital  accumulates  in  the  hands  of  the 
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few,  and  tends  to  form  a  wealthy  class,  which 
gradually  absorbs  all  the  functions  of  the  State, 
and  makes  laws  to  perpetuate  its  own  rule.  The 
consequences  come  at  last  to  a  focus,  and  fall 
with  crushing  force  on  the  heads  of  the  working 
people,  who  produce  and  make  everything  that 
is  produced  and  made  in  any  country. 

If  the  present  state  of  things  as  described  by 
the  Secretary  of  the  Treasury  be  allowed  to  con- 
tinue, nothing  in  our  future  is  more  certain  than 
discontent  among  the  masses  of  the  people,  em- 
barrassment in  the  public  treasury,  loss  of  public 
credit,  civil  disturbance,  disorganization — repu- 
diation.—It  is  well  that  Congress  and  our  finan- 
cial managers  shall  not  be  suffered  to  lose  sight 
of  the  word  that  expresses  the  end  of  bad  meas- 
ures. 
*•*#  •*  *  *#* 

On  looking  back  at  the  conditions  of  our  exist- 
ence before  the  rebellion,  we  are  astonished  at 
their  simplicity,  at  tbeir  freedom  from  large 
cares — at  what  we  might  call  the  national  uncon- 
cern and  state  of  boyhood. 

Hardly  a  serious  pulse  beat  in  our  great  body 
of  contentment  and  self-sufficiency. 

We  had  no  commonwealth  of  interests  gov- 
erned by  general  principles  of  economy — not  so 
much  as  an  inventory  of  the  public  property.* 

We  had  a  narrow  diplomacy,  a  baby  army, 
and  although  our  trading  ships  were  in  all  seas, 


0  "  The  Secretary  is  acquainted  with  no  statistics  which  afford 
the  means  of  a  satisfactory  estimate  of  the  amount  likely  to  be 
realized  from  the  income  tax."  Treasury  Repoi't  for  1861,  p.  15. 
He  might  have  added — nor  from  any  other  tax. 
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a  baby  navy.  We  had  not  even  the  laws  neces- 
sary to  keep  the  States  united.* 

We  did  not  command  the  decent  respect  of  our 
natural  ally,  England,  nor  of  our  historical  ally, 
France,  sufficiently  to  prevent  those  powers  join- 
ing in  the  attempt  of  rebels  to  destroy  the  Re- 
public. 

As  we  had  no  membership  in  the  family  of 
nations,  we  came  to  experience  when  an  emer- 
gency arose,  that  the  laws  of  nations  were  made 
for  all  nations  but  our  own. 

A  great  occasion  has  changed  this,  and  proved 
that  we  possess  elements  of  unity  and  strength, 
adequate  to  the  preservation  of  internal  peace, 
popular  independence,  and  equal  standing 
among  the  powers  of  the  earth.  But  these  ele- 
ments seem,  as  yet,  only  rudely  thrown  together. 
The  task  before  us  now,  is,  to  organize  them. 
The  nation  has  heretofore  been  organizing  itself 
in  parts.  It  has  now  to  organize  those  parts  in 
one. 

While  the  anomaly  of  slavery  existed  a  com- 
plete Union  was  impossible.  The  rebellion  only 
precipitated  the  conclusion  of  a  political  experi- 
ment that  was  destined  to  fail  when  it  was 
launched,  because  it  consisted  of  facts  which 
were  equally  opposed  to  the  normal  theory  of 
the  Republic,  and  to  the  growing  moralities  of 
human  nature. 

*  "  The  Federal  government  cannot  reduce  the  seceding  States 
to  obedience  by  conquest." — "  Only  an  Imperial  despotic  govern- 
ment can  subjugate  thoroughly  insurrectionary  members  of  the 
State  " — "  This  Federal  Republican  system  of  ours  is  the  very 
one  which  is  most  unfitted  for  such  a  labor."  Advices  of  State 
Department  to  our  Ministers  abroad,  1861. 
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Now,  our  grand  economy  is  liberated  from  the 
chains  that  bound  it  to  an  impossibility,  and 
nothing  is  wanting  but  study,  disinterestedness 
and  labor  to  establish  upon  it  a  Union  of  peo- 
ple cemented  by  justice,  and  by  common  popu- 
lar rights. 

In  abstract  principles,  or  in  sentiments  only, 
there  is  but  little  power  to  govern  multitudes, 
and  it  is  impossible  to  hold  society  together 
by  them.  The  instrument  of  organization  and 
of  government  is,  labor  and  its  consequences. 
These  make  up  what  is  called  economy.  By  this 
instrument,  and  by  no  other,  can  moral  princi- 
ples be  embodied  in  real  life — in  the  shape  of 
order,  law  and  progressive  improvement.  Thus 
we  come  to  see  the  bearings  of  the  public  debt 
on  society,  through  the  connection  that  makes  it 
give  law  to  industry. 

If  the  war  has  left  a  sad  mark  on  the  country, 
and  especially  in  the  hearts  of  relatives,  it  has 
also  brought  the  necessity  of  greater  duties,  in 
the  faithful  performance  of  which  we  shall  give 
to  our  posterity  a  higher  public  life,  a  more 
secure  peace,  and  a  broader  influence  in  the 
world.  There  is  hardly  any  thought  more  pleas- 
ing, and  none  can  be  more  elevating  to  a  nation, 
than  that  which  sprung  spontaneously  in  the 
minds  of  the  masses  of  men  in  Europe  while 
they  stood  watching  the  progress  of  our  great 
strife — that  it  was  a  strife,  not  for  conquest  or  to 
serve  the  ends  of  ambition,  but  for  the  release  of 
labor  from  bondage,  and  therefore,  the  cause  of 
the  people  of  every  country. 

It  is  to  the  second  and  more  difficult  part  of 
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this  strife  that  the  nation  is  now  called — to  the 
organization  of  its  vast  economy  in  one  harmo- 
nious system  of  labor,  governed  by  principles  of 
justice,  and  working  itself  out  in  such  a  natural 
distribution  of  the  material  wealth  of  the  country, 
as  shall  be  in  parallelism  with  its  theory  of  the 
equal  rights  of  the  man,  making  his  condition, 
whatever  it  may  be,  the  result  of  choice  and  not 
the  result  of  necessity  imposed  by  law. 

There  is  surely  no  pretension  at  the  present 
day,  in  assuming  that  the  general  affairs  of  econ- 
omy are  reducible  to  some  degree  of  scientific 
arrangement ;  for  this  is  to  say,  only,  that  every 
thing  has  its  reason.  If  in  attempting  to  dis- 
cover that  reason  we  are  obliged  to  speak  with 
great  freedom  of  measures,  of  laws,  and  of  pub- 
lic administrators,  it  is  in  behalf  of  the  people — 
in  defence  of  the  rights  of  all.  When  a  wrong 
exists  in  the  State  injurious  to  the  common  wel- 
fare, it  is  not  from  those  who  complain  that  an 
apology  is  due,  but  from  those  who  are  the 
authors  of  the  wrong,  or  who,  having  the  power 
to  correct  it,  still  allow  its  continuance. 

The  great  comprehensive  wrong  with  which 
we  have  now  to  contend,  is,  plainly,  the  want  of 
organization  in  our  economy.  All  the  difficul- 
ties of  finance,  all  the  embarrassments  connected 
with  the  currency,  all  the  distrust  of  the  markets, 
all  the  oppression  and  suffering  caused  by  high 
prices,  and  we  may  add,  all  the  difficulties  in 
our  politics,  will  vanish  before  the  advance  of 
industrial  organization.  And  nothing  else  will 
cause  them  to  vanish.  The  source  of  content  to 
society,  the  source  of  every  social  blessing,  is  in 
1* 
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labor.  No  sooner  shall  the  majority  of  the  intel- 
ligent class  in  any  community  give  its  decided 
countenance  to  industrial  pursuits  and  to  the 
organization  that  follows  in  their  train,  than 
mere  fashion  and  imitation  will  do  the  rest.  The 
current  of  difficulty  will  be  set  on  the  ebb,  and 
from  that  moment  the  battle  is  won. 

"Government,  through  its  all-powerful  arm  of 
finance,  is,  for  the  time,  our  chief  agent  in  pro- 
moting organization.  It  has  its  eye  and  its  hand 
everywhere.  Assessors,  collectors,  detectives, 
are  omnipresent.  Discipline  is  imposed  by  the 
necessity  of  accounts. 

But  government  is  not  so  efficient  a  guardian — 
not  so  good  a  guide  or  manager  as  commerce. 

Commerce  is  the  natural  trustee  of  all  interests. 
It  is  the  common  wisdom.  Only  for  the  time, 
while  political  passions  are  still  unsubdued,  can 
government  hold  the  reins.  Nor  can  it  hold 
them  for  a  single  instant  without  the  aid  of  com- 
merce. 

Perhaps  the  general  aim  of  this  volume  may 
be  best  described  by  saying  that  it  is  designed 
to  show  how  little  the  government  ought  to  mix 
itself  with  the  affairs  of  the  people  ;  and  that  it 
ought  never  to  do  so  but  as  a  servant — not  as  a 
master.  Its  present  office  is  to  a  great  extent 
military,  and  from  necessity  that  of  predomi- 
nance. But  this  is  passing  away  under  the  direc- 
tion of  a  Congress  that  has  in  it  the  popular 
wisdom,  grandly  expressed  in  the  late  elections. 

As  the  initial  step  to  the  restoration  of  the 
natural  rights  of  labor,  first  of  which  is,  the  right 
to  live  without  distress — without  being  famished 
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on  high  prices,  deficient  and  adulterated  food — 
as  the  initial  step  in  this  direction,  we  show  that 
full  one-half  of  the  excise  tax  now  levied-  on  the 
country  ought  to  be  stricken  off. — At  least,  we 
show  that  every  requirement  of  the  public  credit 
and  honor  may  be  met  by  a  great  reduction  from 
the  present  scale  of  taxation. 

It  is  our  earnest  hope  that  we  shall  have  done 
something  towards  opening  the  paramount  ques- 
tion of  labor  as  it  is  affected  by  the  debt — some- 
thing that  will  turn  serious  thoughts  to  it,  and 
favor  further  investigation. 


THE  ORGANIZATION  OF  THE  DEBT. 


THE  latest  official  report  of  the  Secretary  of 
the  Treasury  to  Congress  "bears  the  date  of  De- 
cember 3, 1866. 

It  gives  the  sum  total  of  our  public  debt  on  the 
31st  of  October,  1866,  at  twenty-five  hundred  and 
fifty-one  million,  four  hundred  and  twenty-four 
thousand,  one  hundred  and  twenty-one  dollars 
and  twenty  cents.— $2,551,424,121.20. 

The  amount  of  the  debt  including  Treasury 
notes  and  currency  at  that  time  was,  however, 
twenty-six  hundred  and  eighty-one  million, 
seven  hundred  and  fifty-one  thousand,  eighty- 
one  dollars  and  eighty-two  cents. — $2,681,751,- 
081.82. 

The  former  amount  is  obtained  by  subtracting 
from  the  face  of  the  debt,  the  balance  of  cash  on 
hand  at  the  time,  which  was  $130,326,960.62. 
But  this  can  hardly  be  considered  an  accurate 
representation,  because  the  balance  is  subject 
to  constant  draft  for  the  current  expenses  of  the 
government,  and  full  half  of  it  will  doubtless  be 
so  applied.  Besides,  it  is  known  that  there  are 
claims  of  States  for  money  advanced  during  the 
rebellion,  and  other  accounts  waiting  only  to  be 
audited,  to  be  incorporated  as  part  of  the  debt ; 
and  the  other  half  of  the  balance  would  most 
likely  be  consumed  by  them. 
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The  proximately  true  amount  of  the  debt  on 
the  31st  of  October,  properly  stated  is  therefore, 
$2,681,751,081.82.  The  portion  that  consists  of 
legal  tender  notes,  with  some  remnants  of  ma- 
tured loans  on  which  interest  has  ceased,  makes 
the  amount  actually  subject  to  interest  consid- 
erably less  ;  but  while  gold  carries  a  premium 
in  currency,  this  is  by  no  means  a  full  offset. 
Moreover,  the  " legal  tenders"  are  a  transient 
feature  in  the  debt,  and  it  is  with  the  permanent 
plan  of  it  that  we  shall  have  to  deal. 

The  amount  of  audited  debt  at  the  end  of  the  Amount 
last  fiscal  year,  June  30,  1866,  was  twenty-seven  J^6 
hundred    and  eighty -three    million,    four  hun-JuneSO, 
dred  and  twenty -five  thousand,  eight  hundred ls 
and  seventy -nine  dollars  and  twenty-one  cents. — 
$2,783,425,879.21.      For  the    reasons  stated,  the 
balance  of  cash  on  hand  at  the  same  time,  ($132,  - 
887,549.11)  is  not  subtracted  from  it. 

As  the  last  complete  official  synopsis  of  the 
debt  bears  the  date  of  June  30,  1866,  we  adopt  it 
as  the  base  of  our  statements  and  reasonings  on 
the  subject,  and  copy  it  entire,  as  follows  : 
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ACTS  AUTHORIZING  LOAXS  AM)  SYNOPSIS  OF  SAJTK. 


Acts  of  July  21,  1841,  and  April  15, 1842  : 

Authorized  a  loan  of  $12,000,000,  bearing  interest  at  a  rate  not  exceeding  6  per 
cent,  par  annum,  and  reimbursable,  at  the  will  of  the  Secretary,  after  six 
months'  notice,  or  at  any  time  after  three  years  from  January  1, 1842.  The  act 
of  April  15,1842,  authorized  the  loan  of  an  additional  sum  of  $5 ,000 ,000  and 
made  the  amount  obtained  on  the  loan  after  the  passage  of  this  act  reimburs- 
able after  six  months'  notice,  or  at  any  time  not  exceeding  twenty  years  from 
January  1, 1843.  This  loan  was  made  for  the  purpose  of  redeeming  outstanding 
Treasury  notes  and  to  defray  any  of  the  public  expenses. 

Act  of  January  28, 1847: 

Authorized  the  issue  of  $C3,000,000  in  Treasury  notes,  bearing  interest  at  a  rate 
not  exceeding  6  per  cent,  per  annum,  with  authority  to  borrow  any  portion  of 
the  amount  an  1  issue  bonds  therefor,  bearing  interest  at  a  rate  not  exceeding 
6  per  cent.,  and  redeemable  after  December  31, 1867.  The  13;h  section  author 
izad  the  funding  of  these  notes  into  bonds  of  the  same  description.  The  act 
limited  the  amount  to  be  borrowed  or  issued  in  Treasury  notes  and  funded,  as 
aforesail,  to  $23,000,000,  but  authorized  the  funding  of  Treasury  notes  issued 
under  former  acts  beyond  that  amount  The  excess  of  the  $23,000,000  is 
made  up  of  Treasury  notes  funded  under  the  14th  section. 

Act  of  March  31, 1848: 

Authorized  a  loan  of  $16,000,000,  bearing  interest  at  a  rate  not  exceeding  6  per 
cent,  per  annum,  and  reimbursable  at  any  time  after  twenty  years  from  July 
1, 1848.  Authority  was  given  to  the  Secretary  to  purchase  the  stock  at  anj 
time. 

Act  of  September  9, 1850  : 

Authorized  the  issue  of  $10,OCC,000  In  bonds,  bearing  5  per  cent.  Interest  and  re 
deemable  at  the  end  of  fourteen  years,  to  indemnify  the  State  of  Texas  for  her 
relinquishment  of  all  claims  upon  the  United  States  for  liability  of  the  debts  of 
Texas,  and  for  compensation  for  the  surrender  to  the  United  States  of  her 
ships,  forts,  arsenals,  custom-houses,  &c.,  which  became  the  property  of  the 
United  States  at  the  time  of  annexation 

Old  funded  and  unfunded  debts  : 

Consisting  of  unclaimed  dividends  upon  stocks  issued  before  the  year  1800  anc 
those  issued  during  the  war  of  1812. 


Acts  prior  to  1857  : 

Different  issues  of  Treasury  notes . 


Act  of  December  23, 1857  : 

Authorized  an  issue  of  $20,000,000  in  Treasury  notes,  bearing  interest  at  a  rate 
not  exceeding  6  per  cent,  per  annum,  and  receivr.ble  in  payment  of  all  public 
dues,  and  £o  bj  redeemed  after  the  expiration  of  one  year  from  date  of  saic 
notes. 

Act  of  June  14, 1858  : 

Authorized  a  loan  of  $20,000,000,  bearing  interest  at  a  rate  not  exceeding  5  per 
cent,  per  annum,  and  reimbursable  at  the  option  of  the  government  at  any  time 
after  the  expiration  of  fifteen  years  from  January  1, 1859. 

Act  of  Juno  22, 1860  : 

Authorized  a  loan  of  $21,000,000,  bearing  interest  at  a  rate  not  exceeding  8  per 
cent,  per  annum,  and  reimbursable  within  a  period  not  beyond  twenty  years 
and  not  less  than  ten  years,  for  the  redemption  of  outstanding  Treasury  notes 
and  for  no  other  purpose. 
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Loan  of  1842... 

0  years 

After    Dec.    31, 
1862. 

6  per  cent, 
pr.  annum 

$17,000,000 

$8,000,000 

$79,268  68 

Loan  of  1847... 

0  years 

After     Dec.    31, 
1867. 

6  per  cent, 
pr.  annum 

23,000,000 

28,207,000 

9,415,250  00 

Loan  of  1848... 

20  years 

After  July  1,  '68. 

6  per  cent 
pr.annum 

16,000,000 

16,000,000 

8,908,341  80 

Texas      indem- 
nity. 

Old  funded  deb 

.5  years 
De- 

After    Dec.    31, 
1864. 

5  per  cent, 
pr.annum 

10,000,000 

6,000,000 

659,000  00 
114.115  48 

mand. 

cent. 

104,511  64 

per  cent. 
5  to  5  i^  pr 

20  000  000 

8,600  00 

Loan  of  1858.  . 

15  years 

Dec.  31,  1878.... 

cent. 

5  per  cent, 
pr.annum 

20,000,000 

20,000,000 

20,000,000  00 

Loan  of  I860.. 

10  year 

After     Dec.    31. 
1870. 

5  per  cent 
pr.annum 

21,000,000 

7,022,000 

7,022,000  00 
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Act  of  December  17, 1860  : 

Authorized  an  issue  of  $10,000,000  in  Treasury  notes,  to  be  redeemed  after  the  ex 
piration  of  one  year  from  the  date  of  issue,  and  bearing  such  a  rate  of  interest  as 
may  be  oflered  by  the  lowest  bidders.  Authority  was  given  to  issue  these  notes 
in  payment  of  warrants  in  favor  of  public  creditors  at  their  par  value,  bearing  6 
per  cent,  interest  per  annum. 

Act  of  February  8, 1861  . 

Authorized  a  loan  of  $25,000,000,  bearing  interest  at  a  rate  not  exceeding  6  per 
cent,  per  annum,  and  reimbursable  within  a  period  not  beyond  twenty  years,  nor 
less  than  ten  years.  This  loan  was  made  for  the  payment  of  the  current 
expenses,  and  was  to  be  awarded  to  the  most  favorable  bidders. 

Act  of  March  2,  1861  : 

Authorized  a  loan  of  $10,000,000,  bearing  interest  at  a  rate  not  exceeding  6  per 
cent,  per  annum,  and  reimbursable  after  the  expiration  often  years  from  July  1, 
1861.  In  case  proposals  for  the  loan  were  not  acceptable,  authority  was  given 
to  issue  the  whole  amount  in  Treasury  notes ,  bearing  interest  at  a  rate  not  ex 
ceeding  6  per  cent,  per  annum.  Authority  was  also  given  to  substitute  Treas 
ury  notes  for  the  whole  or  any  part  of  the  loans  for  which  the  Secretary  was  by 
law  authorized  to  contract  and  issue  bonds  at  the  time  of  the  passage  of  this 
act  ;  and  such  Treasury  notes  were  to  be  made  receivable  in  payment  of  all 
public  dues,  and  redeemable  at  any  time  within  two  years  from  March  2, 
1861. 

Act  of  March  2, 1861  : 

Authorized  an  issue,  should  the  Secretary  of  the  Treasury  deem  it  expedient,  of 
$2,800,000,  in  coupon  bonds,  bearing  interest  at  the  rate  of  6per  cent,  per  annum 
and  redeemable  in  twenty  years,  for  the  payment  of  expenses  incurred  by  the 
Territories  of  Washington  and  Oregon  in  the  suppression  of  Indian  hostilities 
during  the  years  1855  and  1856. 

Acts  of  July  17, 1861,  and  August  5, 1861  : 

Authorized  a  loan  of  $250,000,000,  for  which  could  be  issued  bonds  bearing  in- 
terest at  a  rate  not  exceeding  7  per  cent,  per  annum,  irredeemable  for  twenty 
years,  and  after  that  redeemable  at  the  pleasure  of  the  United  States  ;  Treasury 
notes  bearing  interest  at  the  rate  of  7.30  per  cent,  per  annum,  payable  three  years 
after  date,  and  United  States  notes  without  interest,  payable  on  demand,  to  the 
extent  of  $50,000,000  (increased  by  act  of  February  12, 1862,  to  $60 ,00), 000),  the 
bonds  and  Treasury  notes  to  be  issued  in  such  proportions  of  each  as  the  Secre- 
tary may  deem  advisable.  The  supplementary  act  of  August  5, 1861,  authorized 
an  issue  of  bonds  bearing  6  per  cent,  interest  per  annum,  and  payable  at  the 
pleasure  of  the  United  States  after  twenty  years  from  date,  which  may  be 
issued  in  exchange  for  7.30  Treasury  notes  ;  but  no  such  bonds  to  be  issued  for  a 
less  sum  than  $500 ;  and  the  whole  amount  of  such  bonds  not  to  exceed  the 
whole  amount  of  7.30  Treasury  notes  issued. 

Act  of  February  26, 1862  : 

Authorized  the  issue  of  $500,000,000  in  6  per  cent,  bonds,  redeemable  after  five 
years  and  payable  twenty  years  from  date,  which  may  be  exchanged  for  United 
States  notes.  Also  on 

March  3 ,1864: 

Authorized  the  issue  of  not  over  $11,000,000  additional  of  similar  bonds,  to  meet 
subscriptions  already  made  and  paid  for. 

June  30, 1864  ;  January  28, 1865  : 

On  hand  unsold  in  the  United  States  or  Europe 
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TITLE. 

k 
O 

El 

WHEX 
REDEEMABLE. 

RATK  OK  IN- 
TEREST. 

AMOCXT 
AUTHORIZED. 

AMOUNT 
ISSUED. 

AMOUST 
OUTSTANDING. 

'reasury  notes. 

>oan  of  Feb.  8, 
1861. 

Treasury   j 
notes. 

)regon  war.... 

20-year  sixes. 

7.30  notes  
(two  issues.) 

Demand 
notes. 

20-year  sixes. 
Five-twenties 

lyear.. 
20  years 

2  years  . 
60  days. 

20  years 
20  years 

U.} 

Payable 
on  de- 
mand. 

20  years 

5   or   20 
years. 

1  year  after  date, 
After  June  1,  '81, 

2    years   after  1 
date. 
60    days  after  f 
date.              J 

After  July  1,  '81, 

After  June  30,'81 

After  Aug.  18,  '64 
After  Sept.  30,'64 

Demand  
After  June  30,  '81 

After  April  30,'67 

6    and    12 
per  cent, 
pr.annum 

6  per  cent 
pr.annum 

$10,000,000 
25,000,000 

22,468,100 
12,896,350 

2,800,000 

$10,000,000 

18,415,000 

22,468,100 
12,896,350 

1,090,850 

50,000,000 
139,999,750 
60,000,  00  J 

$600   00 

18,415,000  00 

3,800  00 
1,016,000  00 

50,  000,  COO  00 
139,301,700  00 
272,162  00 

60,550  00 
514,780,500  00 

6  per  cent 
pr.annum 

6  per  cent, 
pr  .annum 

6  per  cent, 
pr.annum 
7.30  p.  c.  ) 
pr.  an.  J 

None  

6  per  cent, 
pr  Annum 

6  per  cent. 

Exchange- 
able for  7.30 
Treasury 
notes. 

515,000,000 

514,780,500 

18  STATEMENT  OF  THE  INDEBTEDNESS  OF  THE 


ACTS  AUTHORIZING  I/XANS  AND  SYNOPSIS  OF  8AMB. 


Act  of  February  25, 1862  : 

Authorized  the  issue  of  $150,000,000  in  legal-tender  U.  S.  notes,  $50,000,000  of 
which  to  be  in  lieu  of  demand  notes  issued,  under  act  of  July  17, 1861. 

Act  of  July  11, 1862: 

Authorized  an  additional  issue  of  $150,000,000  legal-tender  notes,  $35,000,000  of 
which  might  be  in  denominations  less  than  five  dollars  ;  $50,000,000  of  this 
issue  to  be  reserved  to  pay  temporary  loans  promptly  in  case  of  emergency. 

Resolution  of  Congress,  January  17, 1863  : 

Authorized  the  issue  of  $100,000,000  in  United  States  notes,  for  the  immediate  pay- 
ment of  the  army  and  navy,  such  notes  to  be  a  part  of  the  amount  provided  for 
in  any  bill  that  may  hereafter  be  passed  by  this  Congress.  (The  amount  in  this 
resolution  is  included  in  act  of  March  3, 1863.) 

Act  of  March  3, 1863: 

A  further  issue  of  $150,000,000  in  United  States  notes,  for  the  purpose  of  converting 
the  Treasury  notes  which  may  be  issued  under  this  act,  and  for  no  other  purpose. 
And  a  further  issue,  if  necessary,  for  the  payment  of  the  army  and  navy  and 
other  creditors  of  the  Government,  of  $150,000,000  in  United  States  notes, 
which  amount  includes  the  $100,000,000  authorized  by  the  joint  resolution  of 
Congress,  January  17, 1863. 

Act  of  April  12, 1866  : 

Provided,  That  of  United  States  notes  not  more  than  ten  millions  of  dollars 
may  be  retired  and  cancelled  within  six  months  from  the  passage  of  this  act,  and 
thereafter  not  more  than  four  millions  of  dollars  in  any  one  month  :  And  pro 
vided,  further,  That  the  act  to  which  this  is  an  amendment  shall  continue  in 
full  fores  in  all  its  provisions  except  as  modified  by  this  act. 

Act  of  February  25, 1862  : 

Authorized  a  temporary  loan  of  $25,000,000  in  United  States  notes,  for  not  leas  than 
thirty  days,  payable  after  ten  days'  notice,  at  5  per  cent,  interest  per  annum. 
(This  was  increased  to  $100,000,000  by  the  following  acts.) 

March  17, 1862  : 

Authorized  an  increase  of  temporary  loans  of  $25,000,000,  bearing  interest  at  a 
rate  not  exceeding  5  per  cent,  per  annum. 

July  11, 1862  : 

Authorized  a  further  increase  of  temporary  losns  of  $50,000,000,  making  the  whole 
amount  authorized  $100,000,000. 

Act  of  June  30, 1864  : 

Authorized  the  increase  of  temporary  loans  to  not  exceeding  $150,000,000,  at  a  rate 
not  exceeding  6  per  cent. 

Act  of  March  3, 1863  • 

Authorized  a  loan  of  $300,000,000  for  this, and  $600,000  000  for  the  next  fiscal  year, 
for  which  could  be  issued  bonds  running  not  less  than  ten  nor  more  than  forty 
years,  principal  and  interest  payable  in  coin,  bearing  interest  at  a  rate  not  ex- 
ceeding 6  per  cent,  per  annum,  payable  in  bonds  not  exceeding  $100  annually, 
and  on  all  others  semi -annually,  the  whole  amount  of  bonds,  Treasury  notes, 
and  United  States  notes  issued  under  this  act  not  to  exceed  the  sum  of 
$900,000,000. 

Act  of  June  30, 1864  : 

So  much  of  this  act  as  limits  the  loan  to  the  current  fiscal  year  is  repealed  by  act 
of  June  30, 1864,  which  also  repeals  the  authority  to  borrow  money  conferred 
by  section  1,  except  so  far  as  it  may  affect  $75,000,000  of  bonds  already  adver- 
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TITLE. 

k 
O 

-  £ 

11 

WHBN 
REDEEMABLE. 

RATE  OP  IN- 
TEREST. 

AMOUNT 
AUTHORIZED. 

AMOUNT 
ISSUED. 

AMOUNT 
OUTSTANDING. 

United  States 
notes,  new 
issue. 

Temp'y  loan.. 

- 

$450,000,000 
150,000,000 

$400,619,206  00 

• 

120,176,196  65 

Not  less 
than  30 
days. 

After    10    days' 
notice. 

4,  5,  and  6 
per  cent. 

Loan  of  1863.. 



After    June    80, 
1881. 

6  per  cent. 

75,000,000 

75,000:000 

75,000,000  00 

J 

20  STATEMENT  or  THE  INDEBTEDNESS  OF  THE 


ACTS  AUTHORIZING  LOANS  AXD  STNOPSIS  OF  SAME. 


Act  of  March  3, 1863  : 

And  Treasury  notes  to  the  amount  of  $400,000,000,  not  exceeding  three  years  to 
run,  with  interest  at  not  over  6  per  cent,  per  annum,  principal  and  interest 
payable  in  lawful  money,  which  may  be  made  a  legal-tender  lor  their  face  value 
excluding  interest,  or  convertible  into  United  States  notes.  Secretary  may  re 
ceive  gold  on  deposit,  and  issue  certificates  therefor,  in  sums  not  less  than 
twenty  dollars . 

Act  of  March  3, 1864  : 

Authorizes  the  issue  of  bonds  not  exceeding  $200,000,000  bearing  date  March  1 
1864,  or  any  subsequent  period,  redeemable  at  the  pleasure  of  the  Government 
after  any  period  not  less  than  five  years,  and  payable  at  any  period  not  mon 
than  forty  years  from  date,  in  coin,  bearing  interest  not  exceeding  6  per  cent 
yearly,  payable  on  bonds  not  over  one  hundred  dollars  annually,  and  on  all  othei 
bonds  semi-annually,  iu  coin. 

Act  of  March  1,1862: 

Authorized  an  issue  of  certificates  of  indebtedness,  payable  one  year  from  date 
in  settlement  of  audited  claims  against  the  Government.  Interest  6  per  cent 
per  annum,  payable  in  gold  ;  and  by 

Act  of  March  3, 1863  : 

Payable  in  lawful  currency  on  those  issued  after  that  date.    Amount  of  issue  no 
specified. 

Act  of  July  17, 1862  : 

Authorized  an  issue  of  notes  of  the  fractional  parts  of  one  dollar,  receivable  in 
payment  of  all  dues,  except  customs,  less  than  five  dollars,  and  exchangeable  for 
United  States  notes  in  Bums  of  not  less  than  five  dollars.  Amount  of  issue  no 
specified. 

Act  of  March  3, 1863  : 

Authorized  an  issue  not  exceeding  $50,000,000  in  fractional  currency,  (in  lieu  o 
postage  or  other  stamps),  exchangeable  for  United  States  notes  in  sums  not  less 
than  three  dollars,  and  receivable  for  any  dues  to  the  United  States  less  than  fiv 
dollars,  except  duties  on  imports.  The  whole  amount  issued,  including  postage  anc 
other  stamps  issued  as  currency,  not  to  exceed  $50 ,000 ,000.  Authority  was  given  t< 
prepare  it  in  the  Treasury  Department,  under  the  supervision  of  the  Secretary 

Act  of  June  30, 1864  : 

Authorized  issue  in  lieu  of  the  issue  under  acts  of  July  17,  1862,  and  March  3 
1863,  the  whole  amount  outstanding  under  all  these  acts  not  to  excee< 
$50,000,000. 

Act  of  June  30, 1864  : 

Authorized  the  issue  of  $400,000,000  of  bonds  redeemable  at  the  pleasure  of  th 
Government  after  any  period  not  less  than  five  nor  more  than  thirty  years,  or,  i 
deemed  expedient,  made  payable  at  any  period  not  more  than  forty  years  from 
date.  And  said  bonds  shall  bear  an  annual  interest  not  exceeding  6  per  cent 
payable  semi-annuaily  in  coin.  And  the  Secretary  of  the  Treasury  may  dispose 
of  such  bonds,  or  any  part  thereof,  and  of  any  bonds  commonly  known  as  five 
twenties  remaining  unsold,  on  such  terms  as  he  may  deem  most  advisable 
for  lawful  money  of  the  United  States,  or,  at  his  discretion,  for  Treasury  notes 
certificates  of  indebtedness,  or  certificates  of  deposit,  issued  under  any  act  o 
Congress. 
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TITLE. 

o   . 

Is 

WHEN 
REDEEMABLE. 

A 
*f 

I1 

AMOUNT 
AUTHORIZED. 

AMOUNT 
ISSUED. 

AMOUNT 
OUTSTANDING. 

Treasury     ( 
"    notes.       1 

2  years.. 
1  year.. 

2  years  after  date 
[  year  after  date. 

5  per  cent. 
5  per  cent. 

j  $211,000,000 

$3,454,230  00 

.$400,000,000 

Not  specified 

10  713  180  00 

Ten-forties... 

10  or  40 

years. 

After     February 
28,  1874. 

5  per  cent. 

200,000,000 

172,770,100 

171,219,100  00 

_.      .        .  . 

5  or  20 

After  October  31 

6  per  cent. 

• 

3,882,500  00 

years. 

1869. 

Certificates  ~) 
•     of  indebt-  V 

lyear.. 

1  year  after  date. 

6  per  cent. 

Not  specified 

20,391,000  00 

edness.     j 

'ostal  currency. 

Not  specified 

7,030,700  78 

Fractional 

50  000  000 

20,040,176  18 

currency. 

rive-twenties.. 

5  or  20 

After  October  31, 

6  per  cent. 

100,000,000  00 

years. 

1869. 
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Acts  of  March  3, 1863,  and  June  30, 1864  : 

Authoriza  an  issue  of  Treasury  notes,  not  exceeding  three  years  to  run,  interes 
at  not  over  6  per  cent  per  annum,  principal  and  interest  payable  in  lawfu 
money. 

Also  authorize  the  issue  of  and  in  lieu  of  an  equal  amount  of  bonds  authorized  by 
the  first  section,  and  asapart  of  said  loan,  not  exceed  ing  $200 ,000 ,000  in  Treasury 
notes  of  any  denomination  not  less  than  $10,  payable  at  any  time  not  exceeding 
three  years  from  date;  or,  if  thought  more  expedient,  redeemable  at  any  time 
after  three  years  from  date,  and  bearing  interest  not  exceeding  the  rate  of  7  3-10 
per  cent.,  payable  in  lawful  money  at  maturity,  or,  at  the  discretion  of  the 
Secretary,  semi-annually  ;  and  such  of  them  as  shall  be  made  payable,  principa 
and  interest,  at  maturity,  shall  be  a  legal-tender  to  the  same  extent  as  United 
States  notes  for  their  face  value,  excluding  interest,  and  may  be  paid  to  any 
creditor  of  the  United  States,  at  their  face  value,  excluding  interest,  or  to  any 
creditor  willing  to  receive  them  at  par,  including  interest ;  and  any  Treasury 
notes  issued  under  the  authority  of  this  act  may  be  made  convertible,  at  the  dis- 
cretion of  the  Secretary  of  the  Treasury,  into  any  bon  !s  issued  under  the 
authority  of  this  act  ;  and  the  Secretary  of  the  Treasury  may  redeem  and  cause 
to  be  cancelled  and  destroyed  any  Treasury  notes  or  United  States  notes  hereto- 
fore issued  under  authority  of  previous  acts  of  Congress,  and  substitute  in  Jieu 
thereof  an  equal  amount  of  Treasury  notes  such  as  are  authorize:!  by  this  act, or  ol 
other  United  States  notes ;  nor  shall  any  Treasury  note  bearing  interest  issued  under 
this  act  be  a  legal  tender  in  payment  or  redemption  of  any  notes  issued  by  any  bank 
banking  association,  or  banker,  calculated  or  intended  to  circulate  as  money. 

Act  of  January  28,1865: 

Whole  amount  may  be  issued  in  bonds  or  Treasury  notes,  at  the  discretion  of  the 
Secretary. 

Act  of  March  3, 1S65  : 

Authorized  an  issue  of  $600,000,000  in  bonds  or  Treasury  notes  ;  bonds  may  be 
made  payable  at  any  period  not  more  than  forty  years  from  the  date  of  issue,  or 
may  be  made  redeemable,  at  the  pleasure  of  the  Government,  at  or  after  any 
period  not  less  than  five  years  nor  more  than  forty  years  from  date,  or  may  be 
made  redeemable  and  payable  as  aforesaid, as  may  be  expressed  upon  their  face  ; 
and  so  much  thereof  as  may  be  issued  in  Treasury  notes  may  be  made  converti- 
ble into  any  bonds  authorized  by  this  act,  and  be  of  such  denominations,  not  less 
than  fifty  dollars,  and  bear  such  dates,  and  be  made  redeemable  or  payable  at 
such  periods,  as  the  Secretary  of  the  Treasury  may  deem  expedient.  The 
interest  on  the  bonds  payable  semi-annually,  on  Treasury  notes  semi-annually ,  or 
annually,  or  at  maturity  thereof,  and  the  principal  or  interest,  or  both,  be  made 
payable  in  coin  or  other  lawful  money  ;  if  in  coin,  not  to  exceed  6  per  cent,  per 
annum  ;  when  not  payable  in  coin,  not  to  exceed  7  3-10  per  cent,  per  annum. 
Rate  and  character  to  be  expressed  on  bonds  or  Treasury  notes. 

Act  of  April  12, 1866,  amendment  to  act  of  March  3, 18C5  : 

Authorizes  the  Secretary  of  the  Treasury,  at  his  discretion,  to  receive  any  Treasury 
notes  or  other  obligations  isssued  under  any  act  of  Congress,  whether  bearing 
interest  or  not,  in  exchange  for  any  description  of  bonds  authorized  by  the  act 
to  which  this  is  an  amendment  ;  and  also  to  dispose  of  any  description  of  bonds 
authorized  by  said  act,  either  in  Uuited  States  or  elsewhere,  to  such  an  amount, 
in  such  manner,  and  at  such  rates,  as  he  may  think  advisable,  for  lawful  money 
of  the  United  States,  or  any  Treasury  notes,  certificates  of  indebtedness,  or  for 
certificates  of  deposit,  or  other  representatives  of  value,  which  have  been  or  may 
bo  issued  under  any  act  of  Congress,  the  proceeds  thereof  to  be  used  only  for  retir- 
ing Treasury  notes  or  other  obligations  issued  under  any  act  of  Congress  ;  but 
nothing  hereinjcontaincd  shall  be  construed  to  authorize  any  increase  of  the  public 
debt. 

Acts  of  July  1, 1862,  and  July  2, 1864  . 

Bonds  issued  to  the  Union  Pacific  Railroad  Company  in  accordance  with  these  acts. 
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TITLE. 

LENGTH  OF 
LOAN. 

WHEN 
REDEEMABLE. 

RATK  OV  IN- 
TEREST. 

AMOUNT 
AUTHORIZED  . 

AMOUNT 
ISSUED. 

AMOUNT 
OUTSTANDING. 

Treas'y  notes 

Treas'y  notes 
Treas'y  notes 

3  years. 

3  years. 
3  years. 

3  yrs.  after  date. 

3  yrs.  after  date. 
3  yrs.  after  date. 

6  per  cent, 
comp.  in- 
terest. 

6  per  cent, 
comp.  in- 
terest. 
6  per  cent, 
comp.  in- 
terest. 

$17,250,000 

177,045,770 
22,728,390 

234,400,000 

$159,012,140  00 

•806,251,650  00 
L  103,542,500  00 

6,042,000  00 

Subs'tute  re- 
deemed 5  p. 
cent,  notes  . 

$400,000,000 

7.30  Treasury 
notes. 

7  3-10  Treas'y 
notes,  three 
issues. 

Five-twenties 

Jnlon  Pacific  R. 
B.  Co.  bonds. 

3  years. 

W 

5  or   20 

years. 

30  years 

3  years  afterAug. 
15,1864. 

After  Aug.  14,'67 
After  June  14,'68 
After  July  14  ,'68 

After  October  31, 
1870. 

After    Jan.    15, 
1896. 

7.30    per 
cent. 

41 

U  3.10  p. 
J    cent. 

6  per  cent  . 
6  per  cent. 

600,000,000 

$2.783.426.879  21 

illi:   ORGANIZATION   OF  THE  DEBT. 

The  following  is  a  more  compact  show  of  the 
same,  separating  the  old  debt  from  the  new,  and 
omitting  the  abstract  of  the  laws  : 


TITLE. 


INTEREST. 


Amount     OLD  DEBT   CONTRACTED   BEFORE  THE   REBELLION, 
of  debt 

rebellion6      (^he  letter  a  Prefixed  to  the  date  of  maturity  means  after. 
Amounts  past  due,  or  against  which  no  rate  is  marked,  are  not 

subject  to  interest.) 

AMOUNT. 

$79,268  68 

9,415,250  00 

8,908,341  80 

559,000  00 

114,115  48 

104,511  64 

8,600  00 

20,000,000  00 

7,022,000  00 

600  00 

18,415,000  00 

3,800  00 

1,016,000  00 


WHEN  DUE. 

Loan  of  1842 Past  due 

Loan  of  1847 6 a  Dec.  31,  1867, 

Loan  of  1848 6 a  July  1,1868. . 

Texas  Indemnity Past  due 

Old  funded  debt do       

Treasury  Notes do      

Treasury  Notes do      

Loan  of  1858 5 Dec.  31,1873.. 

Loan  of  1860 5 f.aDec.  31,  1870, 

Treasury  Notes     Past  due 

Loan  of  1861 6 a  June  1,  1881, 

Treasury  Notes Past  due. . 

Oregon  War 6 a  July  1,  1381, 


Old  debt $65,646,487  60 


TITLE. 


NEW    DEBT. 

INTEREST.        WHEN  DUE. 


Compact    Twenty-year  Sixes,  6. a  June  30, 1881, 

statement  seven-thirty  Notes,  7.30 ..      . .  a  Aug.  1 8,1 864 
of  the 


new  debt. 


do          do  .  Oct.  1/1864  f 

Demand  Notes '. 

Five-twenties 6 a  April  30, 1867, 

U.  S.  Notes 

Temporary  Loan .  .4,  5,  and  6,  a  10  days'  notice 
Loan  of  1863 6 a  June  30,  1881, 


AMOUNT. 

$50,050,550  00 
139,301,700  00 

272,162  00 

514,780,500  00 

400,619,206  00 

120,176,196  65 

75,000,000  00 
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TITLE.                  INTEREST.       WHEN  DUE.  AMOUNT. 

Treasury  Notes 5 Past  due $3,454,230  00 

Gold  Certificates On  demand 10,713,180  00 

Ten-forties 5 a  Feb.  28, 1874,  171,219,100  00 

Five-twenties 6 a  Oct.  81,  1869,  3,882.500  00 

Certificates    of  In- 
debtedness   6 1  year  after  date,  26,391,000  00 

Postal  and  fractional  currency 27,070,876  96 

Five-twenties 6 a  Oct.  31,  1869,  100,000,000  00 

Treasury  Notes. . .  -^per^t.  |  3  ^  afberda^  159,012,140  00 

Seven-thirty  Notes,  7.30 a  Aug.14,1867  ) 

a  Jun.14,1868  J-  806,251,550  00 
a  Jul.14, 1868  ) 

Five-twenties 6 a  Oct.  31,  1870,  103,542,500  00 

Union  Pacific  B.  K. 

Co.  bonds 6 a  Jan.  15,  1895,  6,042,000  00 


New  debt $2,717,779,391  61 


Amount  of  old  debt  before  the  war $65,646,487  60 

New  Debt 2,717,779,391  61 


Total  June  30,  1866 $2,783,425,879  21 


A  public  credit  to  command  confidence,  should 
be  simple  in  its  plan,  easily  understood,  of  one 
kind,  and  without  contingencies. 

The  foregoing  list  is  constructed  on  the  oppo- 


site  theory.  It  contains  nineteen  different  period 
of  maturity,  and  six  different  rates  of  interest,  debt. 
Each  rate  of  interest  has  contingencies  within 
itself  which  make  the  determination  of  relative 
value  impossible.  For  example,  in  the  loans 
bearing  six  per  cent,  there  are  the  following 
bonds  : 

2 
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Variety  Five-twenties,  payable  in  the  option  of  the  Treas- 
ury  after  five  years,  and  absolutely  pay- 
able  in  twenty  years. 

Five-twenties,  payable  in  the  option  of  the  Treas- 
ury after  five  years,  or  in  option  at  the  end 
of  thirty  years,  and  absolutely  within  forty 
years. 
Loan  of  1847,  payable  in  option  after  December 

31,  1867. 
Loan  of  1848,  -payable  in  option  after  July  1. 

1868. 
Loan  of  1861,  payable  in  option  after  ten  years, 

and  absolutely  in  twenty  years. 
Oregon  War  Bonds,  payable  in  twenty  years. 
Twenty-year    sixes,    payable    in  option    after 

twenty  years. 

Temporary  loan,  payable  on  ten  days'  notice. 
Five-twenties,  payable  in  option  after  five  and 

absolutely  in  forty  years. 
Certificates  of  indebtedness,  payable  in  one  year 

from  date. 
Compound  interest  notes,  payable  three  years 

after  date. 
Union  Pacific    Railroad  bonds,    payable  after 

thirty  years. 

Here  are  no  fewer  than  twelve  different  kinds 
of  bonds  and  notes  carrying  six  per  cent,  inter- 
est. Most  of  the  issues  include  both  registered 
and  coupon  bonds.  In  some  there  are  bonds  as 
low  as  fifty  dollars  ;  of  others  there  are  none 
lower  than  five  hundred  dollars,  and  of  others 
none  under  one  thousand.  They  are  issued  un- 
der twelve  different  Acts  of  Congress. 
Of  the  five  per  cent,  loans  there  are  five  dif- 
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ferent  issues  each,  with  an  option  appended,  and 
other  contingencies  of  conversion,  renewal,  &c.  , 
Of  the  seven-thirty  notes  there  are  five  or  six 
different  issues,  some  convertible  in  the  option 
of  the  government,  some  in  the  option  of  the 
holder,  into  various  bonds  ;  and  some  issues  are 
exchangeable  for  other  issues. 


An  Act  of  March  3,  1865,  authorized  the  Secre-  Contin- 
tary  of  the  Treasury  to  issue  any  part  of  six  hun-  of  t^e  8 


dred  million  of  Treasury  notes  that  he  might  Seven- 
deem  expedient,  with  the  interest  payable  annu- 
ally, semi-annually  or  at  maturity,  either  in  coin 
at  six  per  cent,  interest,  or  in  other  "lawful 
money"  at  seven  and  three- tenths  per  cent,  and 
to  make  the  same  convertible  into  bonds  redeem- 
able in  the  option  of  the  Government,  after  five, 
and  within  forty  years.  Here  are  nine  contingen- 
cies appended  to  one  issue  of  Treasury  notes. 

It  is  not  necessary  to  follow  out  this  specifica- 
tion of  the  peculiarities  of  each  loan,  to  prove 
that  the  general  plan  of  our  national  securities  is 
complicated  beyond  any  ordinary  powers  of 
analysis  to  unravel.  It  is  impossible  with  such 
various  and  indefinite  terms  to  ascertain*  their 
relative  values  with  precision.  The  most  that 
can  be  done  towards  this,  is  to  discard  entirely 
those  which  least  affect  the  price  of  the  bond, 
and  to  combine  the  remaining  peculiarities  in  as 
few  general  terms  as  possible. 

Classified  by  the  rates  of  interest  only,  the  debt 
takes  shape  as  follows : 


28  THE   ORGANIZATION   OF  THE  DEBT. 

The  debt   Seven  and  three-tenths  Treasury  notes $945,553,250  00 

classified    8ix  per  cent  Ioan9 917,443,641  80 

rates  of     Six  per  cent,  compound  interest  notes 159,012,140  00 

interest.    Five  per  cent,  loans 198,241,100  00 

Mixed,  four,  five  and  six  per  cent,  loans. . .  120,176,196  65 

Total  amount  paying  interest $2,340,426,328  45 

Amount  past  due,  on  which  interest  has 

ceased 4,324,125  80 

Treasury  notes  and  fractional  currency  cir- 
culating as  money 427,962,244  96 

Gold  certificates 10,713,180  00 


Total  of  the  debt $2,783,425,879  21 


But  this  classification  affords  no  help  .to  the 
capitalist  who  is  in  search  of  an  investment.  In 
addition  to  the  twelve  varieties  contained  in  the 
Six  per  cent,  loans,  and  the  contingencies  of  time 
and  option,  the  interest  on  some  of  the  loans  is 
payable  in  coin,  and  on  some  in  currency.  Some 
are  convertible,  others  inconvertible.  A  material 
difference  of  income  would  be  the  result  of  choos- 
ing one  kind  in  preference  to  another.  The  loans 
due  January  1  and  July  1,  1868,  are  redeemable 
in  coin  at  those  dates,  and  partake  of  the  present 
premium  on  gold.  They  are  not  purchasable 
below  128  or  130,  while  the  Five- twenties  and  other 
six  per  cent,  loans  may  be  bought  at  1 06. 


Reduced       In  the  following  classification,  we  omit  alto- 

of  the*18    Setlier> tte  Temporary  loans,  ($120, 1 76, 196. 65)  the 

debt!6       Certificates  of  Indebtedness,  ($26, 391, 000)  and  the 

Compound  Interest  notes,  ($159,012,140).     These 

are  not  in  the  general  market,  and  no  capitalist 

takes  them  up  for  investment. 
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The  Loans  of  1847,  due  Jan.  1, 1868,  ($9,415,250) 
and  of  1848,  due  July  1, 1868,  ($8,908,341.80)  also 
may  be  left  out  of  the  current  list,  as  they  are 
dealt  in  to  a  very  limited  extent,  and  only  by 
speculators  in  gold. 

The  loan  of  1860,  due  Jan.  1,  1871,  ($7,022,000) 
and  that  of  1858,  due  Jan.  1,  1874,  ($20,000,000) 
can  hardly  be  considered  as  in  the  general  mar- 
ket, for  the  reason  that  they  are  near  enough  to 
maturity  to  make  them  partake  of  the  premium 
on  gold.  They  are  not  commonly  dealt  in,  and 
are  avoided  by  careful  investors.  Holders  of 
them  will  be  readier  to  sell  than  others  to  buy. 

In  this  way  we  take  out  of  the  current  list 
seven  of  the  twenty  different  loans  embraced  in 
the  official  statement,  viz. : 

Temporary  loans $120,176,196  65  Loans  not 

Certificates  of  Indebtedness 26,391,000  00  in 

Compound  Interest  notes 159,012,140  00 

Loan  of  1847 9,415,250  00 

Loan  of  1848. . .-. 8,908,341  80 

Loan  of  18GO 7,022,000  00 

Loan  of  1858 20,000,000  00 


$350,924,928  45 


None  of  these  loans  exert  an  appreciable  influ- 
ence on  the  market.  They  are  held,  either  for 
conversion,  or  redemption,  and  mostly  by  banks. 
The  prudent  capitalist  finds  a  more  attractive  and 
less  speculative  investment  in  the  active  and  liv- 
ing list,  which  we  are  now  enabled  to  reduce  to 
four  kinds  only,  viz.  :  The  Ten-forties,  the  Sixes 
of  1881,  the  Five-twenties,  and  the  Seven-thirties. 
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The  cur-  THE   COMPLETE   CURRENT   LIST. 

rent  list 

of  loans.  BUMMAKY. 

Ten-forties $171,219,100 

Sixes  of  1881 150,523,550 

Five-twenties 722,205,500 

Seven-thirties 945,553,250 


$1,989,501,400 


The  separate  loans  composing  the  summary 
•e  as  follows : 


are  as  follows : 


AT  FIVE  PER   CENT. 

Interest  in  Coin. 

Ten-forties,  payable  after  1874 $171,219,100 

AT    SIX    PER    CENT. 

Interest  in  Coin. 

Loan  of  February  8,  1861,  after  1881 18,415,000 

Oregon  War,                             "     1881 1,016,000 

Twenty-year  Sixes,                   "     1881 50,050,550 

Loan  of  1863,                          "     1881 75,000,000 

Union  Pacific  R.  R.  Co.,          "     1895 6,042,000 

Five-twenties,                           "     1867... 514,780,500 

Five-twenties,                          "     1869 3,882,500 

Five-twenties,                           "     1869 100,000,000 

Five-twenties,                          "     1870 103,542,500 

AT  SEVEN  AND  THREE-TENTHS  PER  CENT. 

Interest  in  Currency. 

Seven-thirties,                       after  1864 139,301,700 

(  "     1867  .  .  ) 

Seven-thirties,  j                       u     Ig68  806,251,550 


$1,989,501,400 
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For  all  practical  purposes,  the  capitalist  will 
find  this  reduction  of  the  official  list  a  sufficient 
guide  to  investment.  The  shades  of  variation  in 
price  from  day  to  day,  are  caused  by  the  changes 
in  the  money  market  which  equally  affect  all,  or 
by  some  accident  in  personal  affairs  not  con- 
nected with  the  value  of  the  bonds.  These  acci- 
dents are  frequent  and  sometimes  rule  the  mar- 
ket for  a  few  hours.  The  failure  of  a  large  dealer 
gives  rise  to  trepidation  ;  rumors  are  set  afloat  for 
the  purpose  of  favoring  particular  movements, 
and  are  occasionally  successful ;  and  especially 
rumors  from  Washington,  of  what  the  Secretary 
of  the  Treasury  is  doing  or  about  to  do,  or  about 
to  contemplate  doing. 

The  difference  between  a  registered  and  a  cou-  Pecuiian- 
pon  bond,  does  not  ordinarily  affect  the  market  Reti0^.6 
price  of  it  beyond  a  slight  shade,  and  gives  no  ed  Bond, 
difference  of  income  ;  but  it  is  far  from  being  un- 
important. The  personal  circumstances  of  a  man 
often  make  it  desirable  to  hold  one  or  the  other, 
and  either  becomes  more  valuable  to  him  as  it  is 
more  convenient  to  avail  himself  of  the  interest, 
or  as  it  is  safer  against  accidental  or  fraudulent 
dispossession.  A  registered  bond  is  so  called 
because  it  is  registered  on  the  books  of  the  Treas- 
ury department  in  the  name  of  the  owner.  It 
cannot  be  transferred  to  another  person  without 
the  consent  and  signature  of  the  owner  and  the 
surrender  of  his  certificate,  which  is  cancelled 
before  a  new  certificate  is  issued  to  the  new  hold- 
er. In  this  respect  it  is  like  a  deed  of  real  estate, 
being  on  record,  and  the  record  being  a  legal  evi- 
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dence  of  ownership,  even  if  the  deed  be  lost, 
stolen,  or  destroyed.  If  a  registered  bond  be 
stolen,  the  thief  can  make  no  use  of  it  unless  he 
forge  the  name  of  the  owner  on  the  books  of  the 
Treasury  department,  and  obtain  a  new  certifi- 
cate in  another  name.  The  chances  of  detection 
are  too  many  to  invite  the  experiment ;  for  as 
soon  as  the  owner  discovers  his  loss,  he  advises 
the  department,  and  any  one  presenting  the  cer- 
tificate after  that,  either  for  transfer  or  to  collect 
the  interest  would  be  immediately  arrested.  But 
even  if  the  thief  should  succeed  so  far  as  to  get  a 
new  certificate,  he  could  not  offer  it  for  sale  with- 
out danger  of  detection  ;  for  people  do  not  ordi- 
narily buy  registered  certificates  of  stock  from 
strangers,  any  sooner  than  they  would  buy  a 
deed  of  real  estate  under  similar  circumstances. 
Jn  short,  a  registered  bond  like  a  deed  has  a 
title  which  all  prudent  men  will  examine  before 
buying.  Any  one  who  should  purchase  a  regis- 
tered bond  from  a  stranger  without  enquiry  as 
to  his  lawful  possession  of  it,  would  naturally 
incur  the  suspicion  of  being  not  "an  innocent 
holder,"  if  it  should  subsequently  appear  to  have 
been  stolen  from  the  rightful  owner ;  and  if  it 
changed  hands  below  the  current  market  price, 
both  seller  and  buyer  might  be  suspected  of  com- 
plicity with  fraud.  Finally,  if  the  registered 
bond  be  lost  or  destroyed,  the  Treasury  depart- 
ment will  issue  a  duplicate,  after  public  adver- 
tisement for  a  certain  time,  of  the  application  for 
it.  These  peculiarities  make  the  registered  bond 
a  much  more  desirable  investment  than  the  cou- 
pon bond,  where  the  intention  is  to  hold  it  for  a 
long  time. 
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The  coupon  bond  takes   its  name   from 


French  word  couper,  to  cut,  because  the  certifi-emmaa  * 
cates  of  interest  are  printed  on  the  same  sheet  bon3' 
and  are  cut  off  as  they  become  due.  These  cer- 
tificates are  called  coupons  ;  and  they  are  salable 
at  any  time,  whether  before  or  past  due.  If  the 
holder  wants  to  anticipate  his  interest,  he  can 
cut  off  the  coupons  and  sell  them  at  a  small  dis- 
count, which  is  frequently  a  great  convenience. 
But  they  might  as  easily  be  cut  off  and  negotiated 
by  other  people,  with  little  or  no  fear  of  detec- 
tion ;  and  the  bond  itself,  being  legally  transfer- 
able by  simple  delivery,  may  be  stolen  and  sold 
with  impunity.  The  title  is  in  the  possession  of 
it,  not  in  any  record.  Being  once  sold,  the  thief 
is  safe,  and  it  is  irreclaimable  by  the  rightful 
owner.  It  is  therefore  a  very  hazardous  experi- 
ment to  keep  coupon  bonds  on  hand,  unless  they 
are  in  vaults  or  chests  which  are  proof  against 
burglars.  Even  then  for  long  investments  or  in 
very  large  sums,  it  cannot  be  considered  per- 
fectly safe.  The  most  extensive  robberies  have 
been  achieved  in  spite  of  the  best  custody.  Vaults 
and  chests  are  open  at  intervals,  and  are  generally 
accessible  by  more  than  one  person.  The  trustees 
themselves  of  funds  and  of  institutions  sometimes 
prove  dishonest,  and  none  are  free  from  moments 
of  unwatchfiilness.  To  sum  up  the  whole  case 
of  coupon  bonds,  they  can  be  safe  ronly  where 
bank  bills  are  safe.  They  are  issued  by  express 
law  and  agreement  that  they  shall  be  transferable 
by  delivery  ^nd  not  by  record  of  assignment. 

The  chief  advantages  of  coupon  bonds  are,  that  itsadvan- 

2*  .  tages 
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they  answer  for  temporary  investment,  and  that 
the  interest  upon  them  can  be  more  easily  col 
1,  «  trd  than  that  of  the  registered  "bonds;  also 
that  the  interest  may  be  anticipated  in  case  of 
need,  merely  by  separating  the  coupon  and 
selling  it.  The  main  purpose  sought,  or  expected 
to  be  answered  by  this  kind  of  bond,  was,  per- 
haps, to  assist  the  public  credit  by  offering  a 
security  that  is  negotiable  with  as  little  trouble 
as  possible,  possessing  at  the  same  time  the  at- 
traction of  a  daily  accumulation  of  interest,  com- 
bined with  perfect  safety  in  itself.  It  would  be 
sure  to  absorb  all  the  unemployed  funds  of 
commerce  which  are  not  wanted  immediately, 
but  are  held  in  expectancy,  and  which  can  be 
resumed  on  the  instant  they  are  called  for,  by  the 
sale  of  the  bonds.  The  object  so  far  is  obtained, 
at  the  sacrifice,  however,  of  that  complete  safety 
which  a  register  secures,  and  which  makes  one 
of  the  chief  terms  of  the  best  form  of  credit. 

Coupon  By  Sec.  7  of  the  Act  of  June  30,  1864,  Coupon 
bonds  bonds  are  made  convertible  into  Registered  bonds 
We  into  in  the  option  of  the  holder.  This  is  an  effectual 
s  ^ar  *°  an^  difference  °f  price  between  them,  ex- 
cepting such  as  might  pay  for  the  delay  and 
trouble  of  conversion,  or  from  an  accidental 
scarcity  of  one  kind  or  the  other. 

There  can  be  no  certain  relative  value  assumed 
between  securities  of  which  the  interest  is  paya- 
ble in  gold,  and  those  on  which  it  is  payable  in 
currency.  This  fact  puts  the  Seven*thirties  in  a 
class  by  themselves. 
But  between  the  five  and  six  per  cent,  bonds 
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and  between  the  different  loans  embraced  by 
the  latter,  on  all  of  which  the  interest  is  pay- 
able in  coin,  there  is  a  certain  relation.  For 
example,  if  a  five  per  cent,  bond  for  $1,000  be 
salable  at  the  par  of  $1,000,  a  six  per  cent,  bond 
of  the  same  amount  would  command  $1,200.  Or 
if  a  six  per  cent,  bond  for  $1,000  be  salable  at 
par,  a  five  per  cent,  bond  would  bring  only 
$833.33. 

The  commercial  practice  of  investment  is  to  Bonds  of 
calculate  the  principal  from  the  interest ;  whence,  J^j^J* 
it  is  a  very  simple  process  to  reduce  to  equiva-  interest 
lents  the  capitals  of  stocks  which  yield  different  [^quiv- 
rates  of  income.     The  rule  is  to  multiply  theaients. 
principal  by  one  rate  and  divide  the  product  by 
the  other.     For  example,  it  is  required  to  know 
what  the  relative  value  of  a  five  per  cent,  bond 
of  $1,000  is  to  a  six  per  cent,  bond  of  the  same 
amount : 

The  principal  is $1,000. 

Multiply  by  the  interest  for  one  year,  60 

Divide  by  the  interest  for  one  year  i          5[0)  6,OOOjO 

of  the  five  per  cent,  bond,        \ 

$1,200. 

That  is  to  say,  it  requires  $1,200  at  five  per 
cent,  to  yield  as  much  as  $1,000  at  six  per  cent. 

The  difference  of  interest  is  reflected  in  the 
price  of  the  principal. 

To  reduce  a  six  per  cent,  bond  of  $1,000  to  its  Relative 
equivalent  in  the  five  per  cent,  rate,  we  multiply  J^1®^ 
the  principal  by  the  interest  of  the  five  per  cent.  BIX  per 
bond  ($50)  and  divide  the  product  by  that  of  the  bonds, 
six  per  cent,  and  the  result  is  $833.33. 
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That  is,  the  capital  of  $833.33  at  six  per  cent, 
is  equal  to  a  capital  of  $1,000  at  five  per  cent. 

rl'h  is  is  the  general  determining  rule  of  prices 
in  the  stock  market,  aside  from  the  mere  gaming 
combinations  by  which  certain  descriptions  of 
stock  are  forced  up  or  down,  without  any  regard 
whatever  to  value  or  income. 

One  might  therefore  order  a  purchase  indiffer- 
ently of  any  one  of  the  funded  loans  through  an 
honest  agent,  with  a  pretty  confident  assurance 
that  it  would  be  as  profitable  for  income  as  any 
other,  so  far  as  the  rate  of  interest  only  is  con- 
cerned. 

Uncertain  But  there  are  contingencies  of  an  uncertain 
the  Trel  kind  in  all  the  loans,  especially  in  those  of  which 
Bury  De-  the  period  of  maturity  is  near.  In  particular,  there 
pertment.  jg  ^e  contingency  of  the  action  of  the  Treasury  de- 
partment with  respect  to  the  large  amount  of  Five- 
twenties  which  mature  on  the  first  of  May,  1867 
($514,780,500).  At  that  date,  these  bonds  lose 
their  status  as  a  part  of  the  funded  debt,  and 
rest  in  the  discretion  of  the  government,  which 
may  or  not  be  the  discretion  of  the  Secretary  of 
the  Treasury.  The  weight  of  their  mass  is  per- 
haps the  best  security  that  the  terms  of  the  loan 
will  remain  essentially  unchanged  ;  for  to  attempt 
any  material  alteration  of  those  terms  would  act 
most  injuriously  on  the  market  and  thence  on 
the  whole  body  of  the  debt,  involving  the  public 
credit.  The  same  remark  applies  to  the  remain- 
ing part  of  the  Five-twenties  ($207,425,000). 

Analysis       The  part  of  the  debt  farthest  removed  from 
continued,  contingencies,  and  in  fact  the  only  portion  of  the 
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whole  mass,  that  has  any  feature  of  permanence 
in  its  organization,  consists  of  the  Ten-forties, 
the  Sixes  of  1881,  and  the  Ibonds  issued  to  the 
Pacific  Railroad  Company,  amounting  in  all  to 
$321,742,650.  And  this,  like  the  Five-twenties,  is 
subject  to  the  contingency  of  fluctuation  in  the 
price  of  gold,  through  the  interest. 

The  general  result  of  this  analysis  is  as  fol- 
lows : 

Subject  to  conversion  in  1867 $514,780,500  00 

"                1869  and  1870 207,425,000  00 

Seven-thirties,  past  due,  convertible 139,301,700  00 

"  subject  to  conversion  in  1867 

and  1868 806,251,550  00 

Temporary  loans,  Certificates  of  Indebtedness, 

and  Comp.  Int.  notes  snbjeet  to  conversion,  305,579,336  65 
Treasury  notes  and  Fractional  currency  in  cir- 
culation to  be  funded 431,144,312  96 


Transient  forms  of  the  debt $2,404,482,399  61 

Funded  portion        "  321,742,650  00 


$2,726,225,049  61 
Old  loans  and  gold  certificates 57,200,829  60 


Total  of  debt,  June  30,  1866  ...........  $2,783,425,879  21 


Such  is  the  general  aspect  of  our  public  debt.  Eight- 
The  one-ninth  part  of  it,  only,  is  above  the  con-  ^ 
tingency  of  being  refunded  within  an  average  of  not  per- 
two  years  from  the  present  time.     Eight-ninths 
of  it  consist  of  transient  forms  issued  under  laws 
made  up  to  a  great  extent  of  incomprehensible 
verbiage,  giving  unlimited  discretion  over  the 
mass  to  one  man,  and  expressing  in  the  aggre- 
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gate  nearly  one  hundred  contingencies  of  dura- 
tion, option,  conversion,  extension,  renewal,  and 
so  forth.  The  maturity  of  the  different  loans  is 
arranged,  each  without  reference  to  any  other, 
and  so  falling  together  that  it  will  be  impossible 
to  pay  them  when  promised.  It  has  been  openly 
avowed  as  the  intention  of  the  Treasury  to  refund 
them  as  they  expire,  at  a  lower  rate  of  interest ; 
by  this  recourse,  making  the  credit  worth  one- 
sixth  less  to  the  holders  than  it  is  at  the  present 
time — an  expedient  of  doubtful  morality,  and 
partaking  in  its  nature  of  the  air  of  repudiation. 
Refund-  If  the  whole  debt  of  twenty-seven  hundred  mil- 
lower*  lions  should  be  refunded  at  five  per  cent.,  it 
rates.  would  be  a  loss  to  the  holders  of  twenty-seven 
millions  of  yearly  income,  which  they  were  not 
led  to  expect  when  the  debt  was  contracted. 
The  reduction  of  the  rate  of  interest  below  the 
average  rates  of  commerce  on  so  large  a  mass  of 
investment  is  a  proposition,  to  say  the  least,  of  such 
a  serious  character  that  it  ought  not  to  be  put  forth 
in  the  official  reports  of  the  Treasury  Department, 
when  circumstances  do  not  require  it,  and  in- 
definitely in  advance  of  the  period  when  the  con- 
sideration of  it  may  possibly  be  justified  by  the 
general  state  of  affairs.  It  can  serve  no  pur- 
pose, at  present,  but  to  put  another  term  of 
speculation  in  the  power  of  stock-dealers  to  rack 
and  unsettle  the  public  credit. 

The  debt  Organization  is  not  the  word  to  apply  to  a  mass 
°^  engagements  promiscuously  thrown  together 
without  any  leading  idea  of  arrangement,  order, 
and  system.  The  popular  judgment  has  already 
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"been  pronounced  in  these  premises,  and  is  con- 
tinually repeated  on  every  occasion:  that  our 
public  debt  is  in  such  a  state  of  confusion  as  to 
be  entirely  out  of  reach  of  the  popular  under- 
standing, and  correspondingly  out  of  the  popular 
confidence.  The  different  parts,  which  ought  to 
harmonize  and  support  the  whole,  rival  and  clash 
against  each  other.  Every  contingency  is  turned 
into  a  trick  of  speculation.  Rates,  maturities 
and  liabilities  are  mixed  together  at  every  point, 
and  it  is  not  in  the  ability,  if  it  were  the  interest, 
of  dealers  to  explain  them. 

The  governing  precept  of  the  stock  business,  is  Facilities 
change.  If  the  capitalist  who  has  spare  funds  k^rs™ 
could  come  into  Wall  street,  invest  them  intelli- 
gently in  the  national  securities  and  go  away  sat- 
isfied, with  no  doubts  to  trouble  his  mind,  trans- 
actions would  have  a  decent  permanence,  and 
the  national  credit  would  soon  be  lifted  above  the 
plane  of  gambling  and  fraud.  It  would  cease 
to  be  injured  by  the  "cornerings"  of  cliques, 
the  fluctuations  of  finance,  and  the  perpetuity  of 
rumors.  But  that  is  not  the  interest  of  the  pro- 
fessional dealer.  On  the  contrary,  it  is  his  inter- 
est to  send  every  man  away  with  doubts  that  will 
bring  him  back  to  sell  what  he  has  just  bought. 
In  this  manner  he  reaps  commission  after  com 
mission  from  the  same  customer,  being  always 
ready  with  new  chances  to  compensate  for  losses 
by  the  old,  and  careful,  if  he  has  the  best  wisdom 
of  his  profession,  that  these  shall  be  varied  by 
profits  to  invite  his  frequent  return.  If  the  main 
purpose  of  bringing  our  public  credit  into  use 
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had  been  to  increase  these  facilities  of  the  stock- 
dealer,  and  to  encourage  the  practice  of  "buying 
to-day  to  sell  to-morrow,  it  could  not  have  been 
better  answered. 

It  is  not  intended  by  these  observations  to 
throw  unmeasured  censure  on  those  who  have 
been  the  chief  agents  in  giving  the  public  debt 
its  present  shape.  They  had  a  difficult  task  in 
hand  for  which  they  were  totally  unprepared, 
either  by  acquaintance  with  the  practical  affairs 
of  finance,  or  by  knowledge  of  the  experience  of 
other  nations  who  had  trod  the  same  path.  They 
were  pushed  headlong  by  the  shocks  of  revolu- 
tion, and  some  disorder  was  inevitable.  Their 
greatest  fault  has  been  in  listening  to  politicians 
rather  than  to  men  of  business.  From  the  out- 
set they  blundered  into  the  most  palpable  and 
childish  errors  ;  and  since  that  they  have  been 
tripping  over  their  own  blunders,  until  the  com- 
mercial affairs  of  the  country  are  brought  to  a 
most  critical  and  deplorable  state.* 

The  public  debt  contains  the  terms  that  must 
govern  our  finance  for  a  long  time  to  come,  and, 
through  finance,  all  the  labors  of  the  people. 
The  official  statement  of  it,  which  ought  to  be 
clear,  enlightening,  and  convincing,  is  obscure, 
confused,  and  unintelligible  to  the  common  mind. 

The  dis-   It  makes  no  pretension  to  system  or  analysis. 

tio^of^  ^e  might  expect  to  see  in  it  some  evidences  of 

the  debt.    . 

*  See  the  Reports  of  Secretary  McCulloch  for  1865  and  1866.  It 
is  not  possible  to  paint  a  gloomier  picture  of  our  condition  than 
these  documents  contain,  nor  to  utter  more  discouraging  predic- 
tions of  what  awaits  us  in  the  future. 
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thought,  some  signs  of  appreciation  of  the  public 
anxiety  concerning  it.  There  is  nothing  of  the 
kind.  It  merely  throws  things  together  and 
leaves  them.  Since  the  market  for  securities  is 
"built  on  these  things,  it  is  necessarily  a  market 
of  chances,  and  "becomes  a  source  of  injury  to 
the  national  credit.  The  different  loans  rival 
each  other  by  their  various  contingencies,  and 
the  credit  divides  against  itself,  instead  of  pre- 
senting a  compact  form  in  contrast  with  every 
other  credit,  and  as  much  superior  to  all  others 
as  the  resources  of  the  whole  country  are  greater 
than  the  resources  of  a  small  part  of  it.  The 
market  is  torn  by  false  rumors,  to  which  the 
secrecy  of  the  Treasury  management  lends  plau- 
sibility. To-day  the  Secretary  is  said  to  be  a 
"large  seller  of  gold"  ;  to-morrow  the  report 
is  denied  only  to  be  reaffirmed  by  its  originators. 
On  another  day  the  Secretary  is  represented 
with  one  hand  on  the  national  banks  to  force 
the  redemption  of  their  notes,  in  "  legal  tenders," 
while  with  the  other  he  is  scraping  together 
these  u legal  tenders"  from  the  whole  face  of 
the  country,  and  locking  them  up,  as  if  the 
express  object  was  to  harass  those  institutions 
and  to  derange  the  labors  of  the  people. 

As  the  last  feature    of  disorganization   that  why  good 
characterizes  our  public  debt,  we  have  reached  measures 
the  unfortunate  point  at  which  no  appliances  of  succeed, 
correction    appear    to    bring  any  good  result. 
Whatever  is  thrown  upon  the  stream  is  swept 
down  with  it,   adding  to  its  destructive  force. 
Measures,  however  good  in  themselves,  come  to 
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naught  because  they  have  no  logical  connection. 
The  best  measures  thus  get  the  bad  repute  of 
having  failed,  and  are  discarded  as  unworthy  of 
further  trial. 

Complete  Nothing  will  cure  this  mass  of  disorder,  until 
^ton^f  our  debt  is  completely  reorganized.  It  is  in 
the  debt  Vain  that  we  tinker  at  the  currency,  hoard  or 
*ary'  sell  gold,  refund  particular  loans,  or  busy  our- 
selves with  results.  We  must  go  back  to  causes. 
Confidence  only  can  restore  us  to  specie  pay- 
ments ;  and  confidence  is  the  fruit  of  organiza- 
tion. The  possession  merely  of  wealth  is  not 
sufficient.  No  country  in  the  world  is  so  full 
of  wealth  as  the  United  States  ;  none  has  so 
small  a  debt,  compared  with  resources  ;  none 
pays  labor  so  fairly,  none  reaps  such  great  har- 
vests ;  no  other  has  such  a  body  of  common 
sense  to  apply  to  works  ;  no  other  such  upright 
laws,  and  such  free  scope  for  all  useful  powers. 
But  we  do  not  pay  specie  for  our  bank  notes  ! 

In  the  necessity  for  liquidating  our  public 
debt,  we  shall  find  many  of  the  controlling  terms 
of  general  organization  ;  and  by  following  the 
steps  of  liquidation,  we  shall  see  their  meaning, 
their  relations,  and  how  to  combine  them. 

In  the  concluding  chapter  of  the  volume  we 
shall  endeavor  to  put  these  into  the  shape  of  a 
system. 
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The  people  of  the  United  States,  after  living  in  Every  in- 
entire  freedom  from  taxation  for  the  support  of  J^tc^to 
the  national  government,  find  themselves  sud-  taxation, 
denly  oppressed  by  a  debt  of  several  thousand 
million  of  dollars. 

The  burden  of  this  debt  falls  on  every  individ- 
ual inhabitant  of  the  country. 

The  rich  man  pays  his  tax  in  money  according 
to  the  amount  of  his  property  and  income. 

The  poor  man  who  has  no  accumulated  prop- 
erty, or  not  more  than  is  exempt  from  taxation 
by  law,  pays  his  tax  in  higher  rents,  and  in  the 
greater  cost  of  living  than  he  would  otherwise  be 
subject  to. 

It  is  impossible  that  any  person  in  the  country 
can  be  free  from  the  burden  of  our  national  debt. 
Whoever  eats  food  or  wears  clothing  pays  a 
share  of  the  common  tax,  which  therefore  falls 
on  man,  woman,  and  child.  Those  who  do  not 
pay  for  themselves  must  be  paid  for  by  others. 
Even  for  the  infant  just  born  the  tax  must  be 
paid. 

This  general  burden  of  taxation  makes  every-  is  the 
body  interested  to  know  what  is  the  character  theNjni- 
and  meaning  of  our  public  debt,  and  whether  it ted  States 

t  •  t      n»  ji      i  1-11  j  i  to  become 

can  be  paid  on.  that  we  may  get  back  to  the  con-  perma. 
dition  of  those  happy  days  when  it  was  less  of  a  nent- 
hardship  to  live. 
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The  present  national  debt  of  the  United  States 
amounts  to  near  twenty-seven  hundred  million 
of  dollars. 

A  famous  British  economist  declares  that  there 
is  no  instance  on  record  of  a  national  debt  ever 
having  been  "  fairly  and  completely  paid  "  after 
it  reached  a  certain  magnitude.  This  fact  may 
reasonably  suggest  the  inquiry  whether  there  is 
not  great  danger  of  our  own  debt  becoming,  like 
that  of  Great  Britain,  a  fixed,  irredeemable,  and 
perpetual  burden  on  the  people. 

The  payments  of  the  Treasury  during  the  past 
two  years,  by  which  the  face  of  it  has  been  con- 
siderably reduced,  indicate  the  ability  of  the 
country  to  pay  it  off ;  but  nations  are  subject  to 
so  many  contingencies  that  this  cannot  be  con- 
sidered as  putting  the  liquidation  of  it  beyond 
dispute.  We  have  no  sure  guarantee  against  war 
in  the  future ;  and  one  year  of  war  would  increase 
our  debt  more  than  it  can  be  reduced  by  five 
years  of  peace  with  the  highest  prosperity.  Even 
the  remote  chances  and  rumors  of  war  furnish 
occasion  for  an  expenditure  of  millions,  while 
other  millions  are  lost  to  the  revenue  by  the  de- 
rangement of  commercial  business. 

We  are  too  ready  to  presume  that  the  general 
intelligence  of  the  people  will  prevent  the  gov- 
ernment of  the  United  States  from  falling  into  the 
errors  and  disasters  to  which  other  nations  have 
always  been  subject. 

Let  the  great  rebellion  which  burst  upon  us  in 
1861  moderate  our  confidence  in  this  respect. 
Any  prediction  uttered  prior  to  that  time,  that 
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the  country  would  ever  be  loaded  with  the  fourth 
part  of  the  debt  that  now  oppresses  it,  would 
have  been  regarded  as  the  mere  raving  of  a  mad- 
man. 

Yet,  it  is  not  from  war  that  we  are  to  appre-  Debt  in- 
hend  the  most  imminent  and  serious  interrup- ^re^^ 
tions  to  a  steady  reduction  of  the  national  debt ;  agement. 
it  is  from  mismanagement  in  times  of  peace  ;  it 
is  from  ignorance  in  our  public  servants ;  it  is 
from  dishonesty  in  officers,  clerks,  and  trustees  ; 
from  fraudulent  contracts,  sinecures,  and  unne- 
cessary works  ;  from  general  indifference  of  econ- 
omy ;  from  the  corruptions  of  political  patron- 
age, and  last,  if  not  greatest,  from  bad  methods 
of  finance  and  banking,  which  act  unfavorably 
on  the  whole  mass  of  labors  and  enterprise  in 
the  country,  preventing  their  full  development 
and  making  impossible  that  high  measure  of 
commercial  confidence  which  gives  the  most 
ample  and  permanent  revenues  to  the  State. 

"In  Great  Britain,"  says  Adam  Smith,  "  the  Does  not 
reduction  of  the  public  debt  in  time  of  peace  has  ^^f  ^f 
never  borne  any  proportion  to  the  accumulation  peace,  &c. 
in  time  of  war." 

The  British  debt  originated  a  little  before  the 
year  1700.  Seventeen  years  of  peace,  ending  with 
the  year  1739,  reduced  it  about  forty -two  million 
of  dollars.  Nine  years  of  war  followed,  adding 
nearly  one  hundred  and  sixty  million  of  dollars 
to  it.  At  a  subsequent  period  there  was  paid  off 
in  seven  years  of  peace  less  than  thirty  million  ; 
but  seven  years  of  war  followed  and  increased 
the  debt  nearly  four  hundred  million  of  dollars. 
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The  peace  expenditures  of  modern  times  in- 
clude the  preparations  for  war  —  forts,  the  manu- 
facture of  war  implements,  the  building  of  shot- 
proof  vessels,  arsenals,  machinery,  &c.  The 
fable  of  the  wild  boar  sharpening  his  tusks  just 
after  making  a  treaty  of  permanent  peace  with 
the  other  animals  is  a  close  type  of  the  present 
policy  of  nations. 

The  peo-     In  the  United  States  every  controlling  action  of 
government  must  have  the  popular  assent. 


acquaint-  The  people,  therefore,  ought  to  be  educated  in 
the^cause  whatever  relates  to  the  debt.  They  must  learn 
of  debt.  kow  ft  affects  their  interests.  If  the  people  of 
Great  Britain  had  been  sufficiently  educated  in 
the  last  century  to  appreciate  the  commercial  or 
economical  consequences  of  perpetual  taxation, 
they  would  not  have  allowed  their  sovereigns  to 
engage  in  wars  of  which  the  only  lasting  result 
has  been  an  interminable  mortgage  on  their  labor 
and  industry  ;  and  the  same  may  be  said  of  other 
countries. 

What,  then,  is  to  be  done  ?  We  are  at  a  critical 
point  in  our  history.  We  are  now  either  to  fol- 
low in  the  footsteps  of  other  nations  and  transmit 
to  posterity  the  system  of  perpetual  taxation,  or 
we  are  to  strike  out  a  new  path  that  will  lead  to 
the  complete  discharge  of  our  national  debt  and 
the  consequent  liberation  of  industry  from  an 
oppressive  burden. 

Of  itself,  the  task  of  regulating  such  a  vast 
economy  as  that  of  the  United  States  is  beset  by 
great  difficulties.  Under  the  most  favorable  cir- 
cumstances it  would  require  an  amount  of  study, 
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knowledge,  experience,  and  general  ability,  which 
time  only  and  the  practical  handling  of  affairs  can 
give,  and  in  which  we  are,  unfortunately,  at  pres- 
ent deficient.  But  our  internal  political  relations 
are  such  as  add  special  difficulty  to  the  task  and 
heighten  the  responsibility  connected  with  its 
performance. 

While  the  Southern  States  remain  alienated  How  a 
from  the  Union  an  equalized  and  fair  taxation  is  mmistra- 


impossible.     The  Northern  States  are  obliged  to 
carry  more  than  a  just  share  of  the  common  bur-  restore 
den.    It  is  desirable  that  an  end  be  put  to  this  NSicmai 
alienation  as  soon  as  possible  ;  and  as  the  public  harmony 
debt  is  the  great  commercial  fact  that  presides 
over  all  labors  and  industries,  and  the  restoration 
of  these  in  the  South  is  the  best  and  only  ground- 
work of  permanent  social  reconciliation,  it  fol- 
lows that  the  administration  of  the  debt  is  the  one 
subject  above  all  others  that  demands  our  best 
thoughts  and  our  most  careful  direction. 

Nothing  heals  political  wounds  so  surely  and 
quickly  as  profitable  interchanges  of  trade  ;  and 
without  these  no  bond  of  amity  can  be  perma- 
nent. 

This  does  not  imply  that  the  debt  ought  to  be 
administered  in  deference  to  sectional  interests. 
The  same  rules  of  guidance  that  will  favor  the 
restoration  of  labors  in  the  South  will  equally  en- 
courage those  of  the  North,  as  we  shall  endeavor 
to  show  in  the  proper  connection. 


There  are  certain  technical  expressions  in  com- 

-  ,  tion  of 

mon  use  by  speakers  and   writers  on  finance  terms. 
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which  are  susceptible  of  different  or  disputable 
constructions. 

The  expression  "  public  debV  though  so  sim- 
ple on  its  face,  does  not  explain  itself.  To  one  it 
signifies  an  abstraction  of.  capital  from  trade  and 
labor ;  to  another  it  signifies  an  increase  of  capi- 
tal. By  one  class  of  thinkers  a  public  debt  is 
regarded  as  a  u blessing;"  by  another,  as  a 
curse.  To  the  popular  mind  it  is  perhaps  syn- 
onymous with  private  debt,  indicating  the  same 
kind  of  burden  and  embarrassment  to  the  country 
that  is  experienced  by  an  individual  who  owes 
money  and  has  not  the  immediate  ability  to  pay 
it.  The  particular  example  of  the  manner  in 
which  our  public  debt  was  organized  will  greatly 
assist  the  understanding  of  the  subject. 

The  vast  sum  of  twenty-seven  hundred  million 
of  dollars  was  paid  into  our  national  treasury  in 
the  space  of  a  little  over  four  years.  The  first 
transactions  were  as  follows  : 

How  the  IQ  July  and  August  of  the  year  1861  Treasury 
were8  notes  were  issued  to  the  amount  of  near  twenty- 
taken  up.  geven  million  of  dollars. 

On  the  19th  of  August  of  the  same  year  the 
banks  of  Boston,  New  York,  and  Philadelphia 
agreed  to  advance  fifty  million  in  coin  to  the 
government,  receiving  for  it  bonds  having  three 
years  to  run  and  bearing  seven  and  three-tenths 
per  cent,  interest.  This  uneven  rate  was  adopted 
because  it  was  easily  calculated,  being  exactly 
two  cents  a  day  on  every  hundred  dollars,  twenty 
cents  a  day  on  a  thousand  dollars,  and  so  on. 

On  the  1st  of  October  the  banks  agreed  to  ad- 
vance another  sum  of  fifty  million  in  coin. 
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On  the  16th  of  November  a  negotiation  was 
effected  for  near  forty-six  million,  which  was  the 
last  loan  paid  up  in  coin,  the  suspension  of  specie 
payments  following  on  the  31st  of  December. 
(1861). 

These  loans  were  advanced  by  the  banks  in  paid  by 
installments,  and  the  reimbursement  to  the 
went  on  meanwhile  by  the  !?ale  of  bonds  to  indi-  reim- 
viduals.  They  were  negotiated  at  a  time  when 
there  was  an  accumulation  of  deposits  in  the  bonds, 
banks,  resulting  from  the  paralysis  of  commer- 
cial business  by  the  first  shock  of  the  rebellion. 
A  wide  bankruptcy  had  suspended  the  obliga- 
tions and  the  demands  of  trade,  and  the  funds 
liberated  thereby  eagerly  sought  the  investment 
proffered  by  the  government.  This  part  of  the 
debt,  amounting  to  less  than  two  hundred  mil- 
lion of  dollars,  was  therefore  exceptional  in  the 
manner  of  its  organization.  After  the  suspension 
of  specie  payments  a  new  base  was  formed.  An 
active  business  in  the  materials  of  war  sprung 
up,  and  the  demand  for  capital  outside  of  the 
government  loans  competed  with  them.  It  is  in 
the  organization  of  the  great  body  of  the  debt, 
consisting  of  twenty-five  hundred  million  of  dol- 
lars, after  the  normal  currents  of  business  began 
to  revive,  that  we  shall  find  the  example  to  in- 
struct us  as  to  the  true  character  and  meaning  of 
a  public  debt. 

The  expenses  of  the  government  reached  about  The  pro- 
two  million  for   every  secular  day  during  four 
years.    The  loans,  of  course,   amounted  to  the 
same,  excepting  the  revenue  from  import  duties, 
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which,  for  the  sake  of  simplicity,  we  leave  out  of 
present  view.  It  is  entirely  to  the  daily  transac- 
tion that  our  attention  is  now  to  be  directed. 

That  transaction  consisted  of  two  parts — first, 
of  the  payment  into  the  national  Treasury  of  two 
million  of  dollars  ;  second,  of  the  payment  out 
of  the  Treasury  for  expenditures,  of  precisely  the 
same  amount.  On  some  days  there  might  be 
more  paid  in  and  less  paid  out ;  but  in  the  long 
run  the  amount  of  disbursements  was  equal  to 
the  receipts,  and  it  simplifies  the  case  to  reduce 
it  to  the  daily  average. 

Govern-       The  result,  then,  is,  that  one  set  of  people  paid 
loans  do  ^e  *wo  raillion  of  currency  into  the  treasury, 
notab-     and  it  was  immediately  paid  out  on  the  same 
capital,     day  to  another  set  of  people.    And  this  is  an 
advantage  to  both  parties  ;  for  the  presumption 
is  that  those  who  pay  in  have  more  currency 
than  they  want  for  any  immediate  purpose,  and 
those  to  whom  it  is  paid  out  have  less  than  they 
want.     It  goes  from  the  latter  into  the  hands  of 
laborers,  tradesmen,  and  artisans.     That  is   to 
say,  that  the  organization  of  the  loan  of  two  mil- 
lion has  not  taken  any  money  out  of  the  use  of 
the  markets.     It  has  not  absorbed  one  penny  of 
capital. 

We  have  only  to  repeat  this  transaction  six 
times  a  week,  and  may  do  it  with  the  same  two 
million  of  currency,  to  organize  twelve  millions 
of  the  debt ;  and  continued  through  the  year,  it 
would  organize  six  hundred  and  twenty-four 
million. 

Let  us  reduce  the  transaction  to  a  still  lower 
amount  If  we  divide  the  two  million  into 
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twenty  parts,  one  hundred  thousand  dollars  of 
currency  will  be  sufficient  to  organize  the  whole 
by  repetition  of  service.  We  have  only  to  sup- 
pose that  each  one  of  twenty  subscribers  has  a 
demand  of  one  hundred  thousand  dollars  against 
the  government,  and  is  desirous  to  invest  his 
money  in  the  bonds  as  soon  as  he  receives  it. 
The  arrangements  for  the  sale  of  the  bonds  secure 
this  exact  result,  for  it  is  of  no  consequence  who 
takes  the  bonds,  nor  whether  the  money  employed 
consists  of  the  same  bank-bills  in  each  round  of 
service.  The  material  facts  are  that  the  bonds  The  cur- 
are taken  ;  that  no  more  than  one  hundred  thou-  renc7  .re- 

,     ,    ,,  „  .  turns  into 

sand  dollars  of  currency  is  in  use  at  any  one  the  circu- 
time  to  effect  the  negotiation ;  and  that,  when  the  1™" 
negotiation  is  complete,  the  currency  is  liberated 
and  mingles  in  the  general  mass  of  the  circula- 
tion. 

This  example  shows  with  precision  what  office  Use  of 
the  currency  performed  in  the  organization  of  our 
public  debt.  It  was  that  of  the  hammer  which  ment. 
the  carpenter  uses  to  nail  shingles  on  a  roof. 
After  the  roof  is  finished  the  hammer  is  still  un- 
impaired for  service  in  finishing  other  roofs.  It 
is  true,  the  example  supposes  a  more  frequent  re- 
petition of  service  by  the  currency  than  was  posi- 
tively attained,  or  than  would  be  practicable  un- 
der ordinary  circumstances.  This  does  not,  how- 
ever, impair  its  force  ;  and  although  the  amount 
of  currency  displaced  from  commercial  employ- 
ments during  the  organization  of  our  debt  is 
known  to  have  been  as  high  as  fifty  million,  and 
perhaps  to  have  exceeded  that  sum,  such  an  ab- 
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sorption  of  it  is  to  be  attributed  to  a  bad  method 
of  business,  and  not  to  any  necessity  of  the 
case. 

Govern-  The  foregoing  relation  of  itself  explains  the 
™0etnt<b£8  meaning  of  u  borrowing  money,"  "  making  a 
loan,"  and  other  like  expressions  applied  to  the 
£eroan-  financial  transactions  of  the  government.  It 
ently;  ghows  how  little  ground  there  is  for  the  disturb- 
ance generally  created  in  the  money  market  by 
an  announcement  that  the  Secretary  of  the  Treas- 
ury is  coming  upon  "the  street"  to  borrow  "a 
large  amount  of  money" — say  one  hundred  mil- 
lion of  dollars.  This  means,  commercially  and 
practically,  that  the  yearly  taxes  are  to  be  in- 
creased by  six  million  of  dollars  if  the  rate  of 
interest  be  six  per  cent.,  and  five  million  if  the 
rate  be  five.  It  does  not  mean  that  the  whole 
market  of  commerce  and  labor  is  to  be  distrained 
upon  to  furnish  that  large  amount  of  money,  to 
be  held  in  sequestration  until  liberated  by  the 
slow  course  of  the  ordinary  disbursements, 
but  only  To  speak  accurately,  the  government  does  not 
Sfnt1^  D0rrow  money  at  all.  The  objective  point  is  to 
of  it.  organize  the  loan,  and  for  this  purpose  the  bor- 
rowing, or  the  use  of  money,  is  the  incidental 
method  only.  The  process  employs  so  small  a 
proportion  of  the  mass  of  money  in  circulation 
that  no  distress  to  the  market  should  be  allowed 
to  arise  from  this  source.  The  present  mass  of 
the  currency  is  about  eight  hundred  millions  of 
dollars,  not  more  than  one  per  cent,  of  which 
need  ever  be  displaced  from  its  industrial  employ- 
ments by  the  organization  of  government  loans, 
however  large  these  may  be. 
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The  practice  imposed  the  by  Sub- treasury  law 
of  1846  is  exceptional  to  the  foregoing  state- 
ment. That  practice  was  a  designed  sequestra- 
tion of  the  funds  of  commerce  and  labor  ;  and  so 
far  as  it  continues  to  be  adhered  to  in  the  admin- 
istration of  the  finances,  the  sequestration  will 
continue.  We  shall  have  occasion  hereafter  to 
notice  more  particularly  this  anomaly  in  affairs, 
picked  up  as  original  by  American  politicians 
ignorant  of  the  first  principles  of  economy,  after 
it  had  lain  discarded  by  European  financiers  for 
hundreds  of  years. 

The  appointment  of  the  national  banks  as  legal  Currency 
depositories  of  the  government  funds  does  away  J^Ttottw 
with  the  necessity  of  using  the  currency  in  the  govern- 
organization  of  our  public  loans,  since  they  can  m 
be  paid  up  by  checks  on  those  banks,  precisely  in 
the   manner  by   which    merchants   settle   their 
accounts  with  each  other  ;  and  all  the  disburse- 
ments of  the  government  may  be  carried  by  the 
same  method. 

Hence,  there  ought  not  to  be,  hereafter,  any 
injurious  consequences  reflected  on  commerce 
and  industry  by  the  organization  of  government 
loans,  nor  by  the  general  administration  of  the 
finances. 

We  are  now  prepared  to  say  what  is  the  mean-  Exact 
ing  of  our  "  public  debt"  of  twenty-seven  hun-J^6^*1^ 
dred  million  of  dollars.  public 

It  has  taken  no  capital  out  of  use  ;  it  has  not 
absorbed  the  money  or  currency  of  the  country. 

On  the  contrary,  it  has  brought  about  the  Bonds 
creation"  of  new  capital  in  the  shape  of  the  bonds 
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issued  to  those  who  subscribed  for  the  govern- 
ment loans  ;  and  so  far  as  these  bonds  are  used  as 
currency,  it  has  increased  the  currency  of  the 
country. 

When  we  say  that  no  capital  has  been  absorbed 
by  the  creation  of  the  public  debt,  we  do  not  for- 
get that  much  capital  was  destroyed  by  the  war. 
These  are  distinct  matters. 

Our  public  debt  is  entirely  represented  by  the 
bonds.  There  is  nothing  else  of  it. 

If  we  should  stop  just  here  we  might  suffer 
ourselves  to  be  deluded  by  that  theory  which 
considers  a  national  debt  a  "  national  blessing  ;" 
for  a  man  who  holds  the  bonds  is  rightly  esteemed 
as  holding  so  much  capital. 


The  ne-       But  what  consequences  follow  from  the  exist- 

S£§£  ence  of  the  bonds  ? 

The  interest  upon  them  must  be  paid,  and 
above  the  interest  a  yearly  payment  must  be 
made  on  the  principal.  Hence  arises  the  neces- 
sity of  taxation. 

The  debt  We  arrive,  then,  at  the  simple  conclusion  that 
x*the  public  debt  is — the  yearly  tax.  It  is  that, 
and  nothing  else.  No  burden  whatever,  no  lia- 
bility whatever,  no  contingency  whatever,  in 
any  other  shape  can  come  upon  us  but  that 
of  the  tax.  There  is  no  other  avenue  through 
which  any  consequence  or  influence  can  reach 
us  from  the  debt  but  through  this  avenue  of 
taxation. 

The  debt  being  assumed  at  twenty-seven  hun- 
dred million  of  dollars,  and  the  interest  upon  it 
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at  six  per  cent,  a  year,  we  have  no  difficulty  in 
stating  its  exact  burden.* 

In  consequence  of  that  part  of  the  debt  which 
consists  of  "  legal  tenders,"  or  treasury  notes,  on  the 
bearing  no  interest,  the  rate  on  the  mass  as  adebt> 
whole  has  been  given  in  the  Reports  of  the  Treas- 
ury Department  at  something  under  six  per  cent. ; 
but  there  are  other  portions  which  pay  a  higher 
rate,  viz.  :  the  "  seven-thirty  notes"  and  those 
bonds  on  which  the  interest  is  payable  in  coin. 
While  gold  is  at  a  premium  the  currency  rate  on 
the  latter  is  thereby  enlarged,  so  that  the  average 
rate  has  been  only  nominally  below  six  per  cent. 

To  simplify  our  estimate  of  the  yearly  burden 
of  the  debt,  we  may  leave  out  of  view  the  tran- 
sient and  irregular  forms  of  it  and  consider  the 
whole  mass  as  of  one  kind.  A  few  years  will 
suffice  to  retire  the  " legal  tenders"  and  the 
"  seven-thirty  notes"  by  their  conversion  into 
bonds,  and  the  resumption  of  specie  payments 
will  do  away  with  the  premium  on  coin. 

It  is  desirable  to  be  as  exact  as  possible  in  The 
stating  the  terms  which  enter  into  our  calcula-  }mum  °f 
tions  for  the  extinction  of  the  debt,  and  especially 
to  avoid  an  underestimate  of  them.  We  there- 
fore assume  six  per  cent,  as  the  permanent  aver- 
age rate  of  interest,  notwithstanding  the  expecta- 
tion of  the  present  Secretary  of  the  Treasury 

*  The  official  report  of  the  Treasury  gives  a  lower  amount ; 
but  this  embraces  only  the  audited  and  verified  portion.  Many 
unsettled  claims  are  yet  to  be  allowed,  and  the  total  is  as  likely 
to  be  greater  than  twenty-seven  hundred  millions  as  it  is  to  fall 
below  it. 
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that  the  main  body  of  the  debt  will  be  finally 
funded  at  five  per  cent. 

and  the        The  precise  annual  burden  of  the  debt  may 
Burden,    accordingly  be  stated  at  one  hundred  and  sixty- 
two  million  of  dollars,  decreasing  as  the  liquid- 
ation goes  on. 

As  an  offset  to  the  burden  of  the  debt  the 
bonds  which  represent  it  are  capable  of  being 
used  in  commercial  business  as  the  equiva- 
lent of  capital.  The  great  mass  is  retained  in 
custody  for  income  merely  ;  but  they  can  be 
brought  into  active  service  at  any  moment.  The 
banks,  and  capitalists  generally,  regard  them  as 
the  best  collateral  security  for  loans.  There  is 
no  function  of  money  or  currency  that  may  not 
be  answered  by  them  ;  and  hence  it  is  a  theory 
of  some  people  that  the  capital  of  the  country 
has  substantially  been  increased  by  the  whole 
Cost  of  amount  of  their  issue.  It  is  not,  however,  to  be 
u  otpitaL  forgotten  that  they  are  in  themselves  a  form  of 
credit  merely,  and  nothing  else.  Credit  in  many 
forms  is  a  substitute  for  capital ;  and  the  public 
bond,  being  the  most  unquestionable  form  of 
credit  that  exists  in  the  country,  enjoys  the  high- 
est confidence.  It  may  readily  be  allowed  that 
the  issue  of  twenty-seven  hundred  million  of 
this  bond  currency  must  play  an  important  part 
in  our  commercial  system.  There  can  be  no 
doubt  that  it  has  stimulated  all  kinds  of  business 
and  given  a  great  swell  to  incomes  ;  and,  so  far  as 
this  is  an  offset  to  the  burden  of  the  debt,  we 
may  admit  the  mitigation.  But  there  is  another 
side  to  the  case,  and  that  is,  the  cost  of  this  kind 
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of  "  capital"  in  the  various  ways  that  it  affects 
the  community  at  large. 

An  annual  tax  of  one  hundred  and  sixty-two  The  same, 
million  of  dollars  levied  on  the  property  and 
labor  of  the  country  is  the  first  item  of  direct 
cost  in  offset  to  the  advantages  derived  from  our 
great  bond  "capital."  To  this  we  add  the  low- 
est yearly  payment  that  will  enable  us  to  carry 
forward  the  liquidation  of  the  debt,  assumed  at 
ten  million,  making  one  hundred  and  seventy- 
two  million. 

An  attempt  has  been  made  by  the  advocates  of  Taxation 
that  preposterous  theory  which  considers  a  na-  capital.68 
tional  debt  as  a  " national  blessing"  to  ignore 
the  tax  as  an  item  of  cost,  on  the  ground  that  it 
is  paid  back  again  into  the  hands  of  our  own 
people,  who  are  therefore  only  transiently  de- 
prived of  it.  This  implies  that  if  it  were  paid  out 
of  the  country,  it  would  then  be  a  loss  of  so  much 
capital.  The  answer  is  that  those  who  pay  the 
tax  are  as  really  deprived  of  it  as  they  would  be 
if  it  were  sent  out  of  the  country.  It  is  as  sore 
a  thing  in  one  case  as  in  the  other  for  the  small 
tradesman  to  spare  the  capital  out  of  his  busi- 
ness. The  return  does  not  come  to  him  in  an 
appreciable  manner  or  amount  unless  he  is  a 
bondhojfler,  which,  generally,  he  is  not.  The  tax 
is  paid  out  of  specific  income  and  profits,  and 
the  only  supposable  return  is  in  that  insensible 
share  which  floats  back  accidentally  after  it  has 
been  absorbed  in  the  broad  sea  of  commerce. 
To  get  it  back  the  tradesman  is  obliged  to  strug- 
gle with  the  competitions  of  the  market,  and  to 
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expend  nearly  or  quite  as  much  effort  as  it  cost 
him  in  the  first  place. 

Differ-  Without  going  into  the  discussion  "What  is 
tw?elT  capital  ?"  it  is  enough  for  our  purpose  to  consider 
money  it  as  the  instrument  of  work  or  business.  It  is 
^d'cr^dit  either  money  or  the  credit  that  answers  in  the 
capital,  place  of  money.  Money  in  hand  is  the  most  ad- 
vantageous kind  of  capital,  because  the  man  who 
has  it  is  independent  of  others ;  while  credit, 
used  as  capital,  is  subject  to  the  price  or  interest 
that  others  may  set  upon  it,  and  is  liable  to  be 
withdrawn,  or  is  allowed  to  remain  only  for  an 
extortionate  compensation.  The  public  bond  is 
this  latter  kind  of  capital — inferior  to  money, 
tyrannized  over  by  money.  The  bond  of  one 
hundred  dollars  sinks  to  seventy -five  dollars  in 
money  when  the  market  is  tight,  and  in  a  panic 
it  will  scarcely  command  fifty  per  cent,  of  its 
face.  WTiat,  then,  becomes  of  the  merchant  whose 
sole  capital  consists  of  one  hundred  thousand 
dollars  in  bonds  ?  He  is  the  loser  of  fifty  thou- 
sand dollars,  which  may  ruin  him.  His  creditors 
may  be  lenient,  or  he  may  conceal  his  condition 
until  the  market  changes  and  restores  him  to 
soundness  ;  but  look  at  the  cost  of  such  capital  I 
One  man,  by  extraordinary  nerve  or  by  good  luck, 
will  get  over  the  difficulty,  while  nine  \jpll  fail. 
Anxiety,  distress,  utter  disqualification  for  his 
business  when  it  most  requires  his  highest  quali- 
fication, gray  hairs,  broken  health,  insolvency, 
nothing  to  do,  a  family  to  support,  judgments 
for  debt  hanging  over  him — the  unfortunate  man 
is  destroyed  !  This  is  not  all  the  difference  be- 
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tween  a  capital  of  money  and  a  capital  of  Ibonds.  The  same. 
In  a  time  of  financial  pressure  money  and  bonds 
recede  inversely  from  the  point  at  which  they  are 
equivalents.  The  distrust  which  makes  them 
cease  to  be  equivalents  gives  to  money  a  supreme 
power  over  the  whole  mass  of  property  and  busi- 
ness in  the  country,  and  impairs  the  bond  by 
impairing  the  support  of  it.  The  bond  sinks  in 
price  much  more  than  other  capital  which  yields 
the  same  income,  as  houses,  lands,  and  ships,  the 
uses  and  conveniences  of  which  remain  in  spite 
of  the  scarcity  of  money.  The  bond  capital  has 
but  one  use,  while  a  real  estate  capital  has  many 
uses  and  more  readily  commands  money.  The 
latter  has  a  permanence  and  indestructibility 
within  itself,  controllable  by  its  possessor,  while 
the  former  is  purely  representative  and  is  con- 
trolled by  others. 

But  the  most  material  and  distinctive  bearings  The 
of  our  great  bond  capital  spring  from  the  fact  £° n^ato 
that  it  is  capital  to  those  only  who  hold  it  and  a  to  the 
tax  to  everybody  else.     The  whole  estate  of  the  ^^ 
country  is  reaped  over  to  supply  income  to  the  to  every 
bondholders  ;  that  is,  the  property  of  the  many      y  e 
supplies  income  to  the  few.  There  is  consequently 
a  progressive  aggregation  of  the  general  wealth 
to  increase  particular  wealth  ;  and  the  longer  it 
continues  the  worse  it  becomes.     This  is  because 
the  bonds  partake  more  of  the  character  of  fixed 
than  of  circulating  capital.    Though  they  may  be 
used  as  currency,  they  are  confined  by  the  magni- 
tude of  their  denominations  among  those  whoare 
able  to  hold  and  manage  them,  whereas  the  di- 
visibility of  money  capital  causes  it  to  escape 
freely  and  to  flow  in  small  currents. 
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The  bond     Hence,  our  bond  capital  is  an  exclusive  capital 
exclusive  — the  capital  of  a  class  ;  not  like  money,  which  is 
capital,    the  capital  of  the  people,  continually  and  with 
infinite  repetition  applicable  to  small  wants. 


Demoraii-     The  cost  of  our  bond  currency  capital  includes 
the°marf  a  Senera^  demoralization  of  the  markets,  by  the 
kets,  and  speculative,  hazardous,  and  dishonest  practices 
habUs  Oftnat  creeP  in*0  a11  kinds  of  business.     What 
the          were  formerly  styled   "the  legitimate  profits  of 
peop  e'     trade"  would  not  be  sufficient,  by  a  great  deal, 
to  meet  the  taxes  necessary  to  the  support  of  our 
bond  capital  and  to  pay  household  expenses. 
It  is  necessary,  therefore,   to  increase   sales,  to 
drive  them  headlong,  to  reduce  qualities  while 
maintaining  prices,  and,  in  plain  English,  to  cheat 
in  every  possible  way.    Besides,  people  no  longer 
stick  to  their  regular  occupations.     The  merchant 
takes  a  venture  among  the  stocks  of  Wall  street ; 
the  doctor  invests  his  fees  in  mining  shares  ;  the 
lawyer  "  follows  suit ;"  clerks  are  tempted  by  the 
gold  market ;  the  lesson  of  "the  cobbler's  last" 
is  unheeded ;  a  large  part  of  the  telegraph  business 
consists  of  stock  orders  from  ' '  the  rural  districts ' ' 
to  the  city  ;  there  is  no  more  simplicity,  plainness, 
fair  dealing,  but  sharpness,  cunning,  and  circum- 
vention.     In  the  shops  price  is  no  longer  regu- 
lated by  cost,  but  by  sheer  imposition  and  fraud. 
Even  house  servants  have  learned  the  practice 
of  extortion,  in  which  they  have  but  caught  the 
general  infection.     But  what    shall  we   say  of 
landlords  whose  rents  reimburse  to  them  their 
entire  capital  in  three  years  ! 


L 
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Subordinate  to  the  bond  currency  is  the  "  na-  National 
tional  banking  system,"  which  yields  to  its  stock-  fi 
holders  three,  four,  and  even  five  rates  of  interest.  °f  it. 
But  must  there  not  be  production  from  which 
such  rates  are  drawn  3 

These  examples  of  the  manner  in  which  capital 
is  rapidly  concentrating  in  the  hands  of  the  few 
at  the  expense  of  the  many  foreshadow  an  ex- 
tent of  social  injustice  springing  from  social 
inequality,  ill  in  keeping  with  the  spirit  of  repub- 
lican institutions,  and  may  well  justify  fears  that 
in  the  end  the  profits  of  our  great  bond  currency 
will  scarcely  overpay  its  cost. 

It  is  a  fallacy  centuries  old  that  "a  national  Debt  not 
debt  is  a  national  blessing."     For  every  debt,  *io^*{ 
whether  public  or  private,  there  is  necessarily  a  blessing, 
corresponding  credit;  but  debt  and  credit  are 
opposite  terms,  however,  their  consequences  may 
be  so  mixed  in  the  broad  scene  of  commerce  as 
to  escape  distinctive  observation. 

If  A  borrow  money  of  B,  giving  his  note  for  it, 
and  if,  then,  B  pass  the  note  to  C,  who  uses  it  in 
a  negotiation  from  which  he  reaps  large  profit, 
the  condition  of  A  is  in  no  degree  helped  by  it.  He 
is  not  relieved  from  any  obligation,  nor  from  a 
single  disadvantage  under  which  he  labors  from 
having  no  money  capital  of  his  own.  He  must 
pay  the  interest  nevertheless,  and  he  is  just  so 
much  the  worse  off  in  money  as  his  creditor  is  the 
better  off  by  its  possession.  He  is  liable  to  civil 
process  and  sale  of  his  estate  if  he  fails  to  pay  the 
interest.  But  the  injury  that  he  suffers  may  not 
be  fully  measured  by  the  mere  abstraction  of 
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that  money  from  the  urgent  uses  in  which  he 
needs  it.  Those  uses  are  crippled  and  restrained 
of  complete  success  for  want  of  that  which  he  is 
obliged  to  pay  to  the  lender.  It  must  be  plain  to 
the  common  sense  of  every  man  that  these  are  the 
natural,  logical,  and  unavoidable  consequences 
of  debt.  The  enlargement  of  debt,  and  their  ex- 
tension to  a  wider  field  where  they  are  confused 
with  other  consequences  springing  from  an  oppo- 
site source,  cannot  change  their  character  or  rule 
them  out  of  existence. 

Example.  To  carry  the  example  further,  if  A  could  buy 
up  his  note,  through  an  agent,  at  one-half  the 
face  of  it,  this  would  not  establish  any  logical 
offset  to  the  consequences  of  his  debt.  He  might 
even  cancel  it  by  some  other  negotiations  and  get 
rid  of  his  debt  altogether ;  but  that  would  not 
establish  such  offset,  since  it  would  be  the  result 
of  an  independent  action,  precisely  as  if  another 
person,  and  not  the  debtor,  had  performed  it. 

This  is  a  literal  picture  of  the  operation  of  our 
national  debt.  The  results  of  the  credit  side  of 
the  account  are  so  agreeable,  they  are  pushed 
and  piled  up  so  ostentatiously,  that  they  fill  the 
public  eye,  while  the  hardships  of  the  debit  side 
are  kept  back  and  concealed,  as  a  man  will 
always  conceal  the  contrarieties  and  losses  of  his 
business  lest  they  injure  his  commercial  stand- 
ing and  consequence  in  the  community. 

Liquida-       The  point  of  highest  interest  to  the  popular 
tionofthemind  concerning  the  debt  relates  to  its  liquida- 
tion.    Can  it  be  paid  off— how,  and  within  what 
time  ?    Many  different  plans  have  been  proposed 
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for  its  discharge,  all  agreeing,  however,  in  one 
particular,  viz. :  In  assuming  a  given  period  upon 
which  the  yearly  payments  shall  be  graduated. 
These  periods  range  from  fifteen  to  one  hundred 
years  ;  and  no  plan  has  been  promulgated,  that 
we  are  aware  of,  which  has  not  for  its  initial 
term  a  certain  number  of  years  over  which  the 
payments  shall  be  distributed,  and  to  which,  ac- 
cordingly, taxation  must  be  adjusted.  But  since 
the  liquidation  of  a  public  debt  is  necessarily 
subject  to  the  general  economy,  it  ought  to  be 
directed  by  rules  and  methods  consistent  with  , 

that  economy.     The  means  of  payment  cannot 
be  provided  otherwise  than  by  taxation,  and  tax- 
ation is  legislation  of  the  most  positive  kind  over 
the  social  life  of  the  people,  as  well  as  over  their 
commercial    employments.     Consequently,    all  Liquida- 
plans  of  liquidation  that  begin  by  fixing  arbi-  ]J.°nof  an 
trarily  on  a  certain  time  within  which  the  debt  coin- 
must  be  discharged  are  empirical.    Not  only  so,  merce* 
they  are  dangerous  to  the  general  economy,  be- 
cause they  exact  from  it  the  means  of  payment 
without  reference  to  its  capacity  for  the  produc- 
tion of  those  means.    A  system  of  labor  may 
bear  for  a  term  of  years  a  much  heavier  tax  than 
ought  to  be  imposed  on  it,  or  that  can  be  imposed 
without    injury  to  the  sources  of   production. 
Hence  it  appears  that  liquidation  is  an  act  of 
commerce  and  must  be  administered  on  com- 
mercial principles. 

It  can  hardly  be  disputed  that  when  any  valu-  Natural 
able  interest  is  opposed  by  an  unavoidable  ne-  ja 
cessity,  the  latter  should  be  so  regulated  as  to  tlon 
bear  against  the  former  as  lightly  as  possible. 
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Taxation  is  such  necessity,  and  is  always  on- 
erons  at  best. 

It  should  therefore  be  kept  at  the  lightest  in- 
stead of  being  urged  at  the  heaviest. 

Heavy  The  part  of  wise  statesmanship  must  be  to 
doe^not  make  the  most  of  our  economy,  not  to  press 
reduce  against  it,  at  undue  cost,  the  single  point  of  dis- 

the    load,  .  .  « 

but  only  charging  the  debt;   since  to  make  the  most  of 

itsanfeia-  OUT  economy  *s  ^°  Dring  about  that  state  of 
tions.  things  which  soonest  relieves  the  burden  of  debt. 
Nothing  is  gained  materially,  but  much  lost,  if  a 
debt  be  canceled  by  so  straining  the  general 
economy  as  to  impair  its  efficiency ;  for  that  is 
not  to  remove,  but  only  to  change  the  character 
of  the  incumbrance.  In  effect,  it  is  to  maim  the 
true  capital  of  a  country.  The  country  will 
lose,  not  only  what  is  directly  sacrificed,  but 
also  the  deficiency  of  product  consequent  on  the 
injury  to  its  capital.  Though  the  debt  is  a 
burden,  it  must  be  borne,  and  to  carry  it  with 
the  least  prejudice  to  our  resources  is  as  much  a 
part  of  our  economy  as  production  itself. 

In  the  following  table  we  assume  our  present 
national  debt  to  be  twenty-seven  hundred  mil- 
lion, and  the  annual  interest,  in  round  figures, 
one  hundred  and  sixty -two  million. 
The  adop-     On  the  theory  of  reducing  it  by  the  most  grad- 

tion  of    &       ,  n       ,,     /      .,,  X, 

constant  ual  scale  that  will  carry  forward  the  liquida- 
rf  pay-     tion  while  pressing  as  lightly  as  possible  on  the 
productive  energies  of  the  country,  we  adopt  the 
sum  of  ten  million  of  dollars  as  a  yearly  con- 
stant of  payment  to  apply  conjointly  with  the 
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liberated  interest  on  the  decreasing  principal. 
The  addition  of  this  constant  to  the  interest  re- 
quires an  annual  revenue  of  one  hundred  and 
seventy-two  million. 
The  first  year  takes  ten  million  from  the  prin-  Operation 

„•    Qi  ofthecon- 

C1Pal*  stant. 

The  second  year  adds  to  the  constant  the  inter- 
est on  ten  million,  which  is  six  hundred  thou- 
sand dollars. 

The  third  year  adds  the  interest  on  twenty  mil- 
lion six  hundred  thousand  dollars,  which  is  one 
million  two  hundred  and  thirty-six  thousand 
dollars,  and  the  continued  process  will  extinguish 
the  entire  debt  in  forty-eight  years. 

To  accomplish  this  it  is  necessary  to  continue 
the  taxation  of  one  hundred  and  seventy-two 
million  during  the  whole  period.  The  result  is 
the  same  as  placing  ten  million  at  compound 
interest,  compounding  once  a  year. 

The  rale,  therefore,  for  ascertaining  the  time  of  Rule, 
completing  the  liquidation  of  any  sum  on  this 
principle  is  to  compound  the  interest  on  the  con- 
stant that  is  to  be  applied  to  it. 

Practically  there  is  no  such  thing  as  the  com- 
pounding of  interest  in  commerce ;  but,  on  the 
plan  here  proposed,  the  same  result  accrues  from 
maintaining  the  taxation  and  conjoining  the  lib- 
erated interest  with  the  constant  of  payment. 
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TABLE  OF  LIQUIDATION, 

with  a  continuous  yearly  taxation  of  $172,000,000. 

Opposite  the  year,  on  the  same  line,  is  the  principal  of  the 
debt,  and  the  interest  at  six  per  cent. 

The  sum  subtracted  is  the  difference  between  the  interest 
and  the  amount  of  the  tax. 


1866  $2,700,000,000  $162,000,000 
10,000,000 — Constant.  . 


1867.  .2,690,000,000. .  161,400,000 
10,600,000 


1 868 . .  2,679,400,000   . 1 60,764,000 
11,236,000 

1869.  .2,668,164,000. .  160,089,840 
1 1,910,160 


1870 . .  2,656,253,840. .  1 59,375>23° 
12,624,770 


1871 . .  2,643,629,070. .  1 58,617,744 
13,382,256 


1872.. 2,630,246,814..  157,814,809 
14,185,191 

1873. .2,616,061,623..  156,963,697 
i5>°36>3°3 


1874.. 2,601,025,320.  .156,061,519 
15,938,481 

1875  . .  2,585,086,839. .  155,105,210 
16,894,790 


1876.. 2,568,192,049..  154,091,522 
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1876  $2,568,192,049  $154,091,522 
17,908,478 


1877.  .2,550,283,571  .  .  153,017,014 
18,982,986 


1878..  2,53 1,300,585..  15 1,878,035 
20,121,965 


1879..  2,51 1,178,620..  150,670,717 
21,329,283 


1880.  .2,489,849,337. .  149,390,960 
22,609,040 


1881  ..2,467,240,297..  148,034,418 
23,965,582 


1882.  .2,443,274,715  . .  146,596,483 
25,403,517 


1883..  2,417,871, 198..  145,072,272 
26,927,728 


1884..  2,390,943,470..  143,456,608 


1885  .  .  2,362,400,078  .  .  141,744,004 
30,255,996 


1886..  2,332, 144,082..  139,928,645 
32,071,355 


1887.  .2,300,072,727. .  138,004,363 

33'995»637 

1888.  .2,266,077,090. .  135,964,629 


1889  .2,230,031, 715..  133,802,503 
38,197,497 


1890.. 2,191,844,218..  131,510,653 
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1890  $2,191,844,218  $131,510,653 

40,489,347 

1891  .  .  2,151,354,871 .  .129,081,292 

42,918,708 

1892.  .2,108,436,163.  .  126,506,170 
45,493,830 

_ _  _. 

1893..  2,062,942,333..  123,776,540 
48,223,460 

1894.  .  2,014,718,873.  .  120,883,132 
51,116,868 


1 895  . .  1,963,602,005  ..  1 1 7,8 1 6, 1 20 
54,183,880 


1896..  1,909,418,125..  114,565,087 


1897..  1,85  1,983,21  2..  11  1,1  18,993 

60,881,007 


1898 . .  1,791,102,205  . .  107,466,132 

64,533,868 

1899..  1,726,568,337..  103, 594,100 
68,405,900 


1900..  1,658,162,437..   99,489,746 
72,510,254 


1901..  1,585,652,183..   95,139,130 
76,860,870 


1902..  1,508,791,313..    90,527,479 
81,472,521 


1903..  1,427,3 18,792..    85,639,127 
86,360,873 


1904 . .  1,340,957,919 . .    80,457,475 
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1904  $1,340,957,919      $80,457,475 
91,54^525 


1905..  1,249,415,394..     74,964,923 
97,035,077 


1906..  1,152,380,317..     69,142,818 
102,857,182 


1907..  1,049,523,135..     62,971,388 
109,028,612 


1908  .  .      940,494,523  .  .  .56,429,671 


1909..     824,924,194..   49,495,451 
122,504,549 


1910..      702,419,645..   42,145,178 
129,854,822 

1911..      572,564,823..    34,353,889 
137,646,111 


1912..     434,918,712..    26,095,123 
145,904,877 

1913..     289,013,835..    17,340,830 
154,659,17° 


1914..      134,354,665..     8,061,280 


It  is  impossible  that  a  scale  of  liquidation  so  The  scale 
concentrated  as  this  could  be  carried  into  com-  j^^f1 
plete  effect  without  serious  injury  to  the  resources  natural 

D  ,-i  law  of 

OI  the  Country.  liquida- 

.    For  the  same  reason  that  the  lowest  constant tion- 
of  payment  should  be  adopted,  the  first  moment 
ought  to  be  seized  to  reduce  the  rate  of  taxation, 
when  it  can  be  done  without  impairing  the  effi- 
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ciency  of  the  redemption.  We  may  presume 
this  to  be  about  the  eighteenth  year  of  the  scale 
i  when  the  principal  of  the  debt  has  been  so  re- 
duced that  ten  per  cent,  of  the  taxes  may  be 
abated  without  injury  to  the  action  of  the  con- 
stant. 

There  are  other  reasons  to  be  stated  hereafter 
why  the  course  of  liquidation  should  be  retarded 
at  or  near  this  point  in  the  scale.  But  first  let 
us  trace  it  to  its  issue  by  the  ameliorated  method 
of  reducing  the  taxation  at  successive  periods, 
while  at  the  same  time  keeping  the  redemption 
within  the  power  of  the  constant. 

Action  of     With  the  yearly  taxation  of  one  hundred  and 

the  w»le.  Seventy-two    million   the  annual  payment    in- 

creases to  near     twenty-seven    million  in  the 

eighteenth    year,    and    nearly  three    hundred 

million  of  the  debt  will  have  been  extinguished. 

The  interest  has  been  reduced  from  one  hundred 

and  sixty-two  to  one  hundred  and  forty-five  mil- 

lion.     This  is  the  result  of  the  first  term  of  tax- 

ation, beginning  with  the  constant  of  ten  million. 

Divided        The    second    term   begins  by  abating   from 


inriods  *ke  taxation  all  of  the  annual  payment  above 
the  constant.  Throwing  off  the  even  sum  of 
seventeen  million  reduces  the  constant  a  little 
below  the  original  amount  ;  but  the  yearly  ac- 
cretion of  payment  goes  on  by  the  same  process 
as  before,  and  soon  acquires  the  same  momentum. 
In  seventeen  years  it  cancels  another  three  hun- 
dred million  of  the  debt,  reducing  the  interest 
from  one  hundred  and  forty-five  to  one  hundred 
and  twenty-eight  million  of  dollars. 
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At  the  beginning  of  the  third  term,  the  taxation 
is  reduced  to  one  hundred  and  thirty-eight  mil- 
lion, which,  continued  for  nineteen  years,  pays 
off  over  three  hundred  million  more  of  the  debt, 
and  brings  down  its  annual  burden  to  one  hun- 
dred and  eight  million. 

Each  of  the  successive  terms  which  follow 
begins  by  throwing  off  all  the  taxation  above  the 
amount  of  the  constant;  and  the  result  is  the 
entire  extinction  of  the  debt  in  one  hundred  and 
forty-two  years.  \,  ^ 

After  the  taxation  is  reduced  to  fifty  million,  Shortest 
the  action  of  the  whole  movement  of  the  debt  be-  ^jjin 
comes  so  gentle  that  it  requires  no  further  ame-  which  the 
lioration.      This    would  be   in  1977 — one  hun- j^  en- ** 
dred  and  eleven  years  from  the  present  date. 
There  cannot  be  a  doubt  that  our  enlarged  com- 
merce  will  then,  if  not  sooner,  admit  of  the  whole 
taxation  being  abolished,  and  of  the  remaining 
liquidation  being  cast  on  import  duties,  if  that 
should  be  preferable,  so  that  for  all  practical 
purposes  we  may  regard  the  debt  as  extinguish- 
able  by  this  process  in  about  one  hundred  years 
from    the  present  time,   and  that  without  any 
sensible  strain  on  our  productive  resources. 
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TABLES  OF  LIQUIDATION. 


The  following  tables  exhibit  the  process  of  liquidation,  by 
successive  periods,  in  which  the  annual  reserves  accumulate  as 
capital,  instead  of  being  abstracted  from  use  as  fast  as  they 
accrue. 

Opposite  the  year,  on  the  same  line,  is  the  principal  of  the 
debt,  and  the  interest  at  six  per  cent. 

The  sum  subtracted  is  the  difference  between  the  interest 
and  the  amount  of  the  tax. 

The  first  table  proceeds  with  a  yearly  taxation  of 
$172,000,000. 

1866  $2,700,000,000  $162,000,000 
1 0,000,000 —  Constant. 

1867.  .2,690,000,000. .  161,400,000 
10,600,000 


1868.  .2,679,400,000..  160,764,000 
11,236,000 

1 869 . .  2,668, 1 64,000 . .  1 60,089,840 
1 1,910,160 

1870. .2,656,253,840..  159,375,230 
12,624,770 

1871..  2,643,629,070..  158,617,744 
13,382,256 

1872 ..  2,630,246,8 14 . .  1 57,8 14,809 
14,185,191 

1873..  2,616,061,623..  156,963,697 
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1873   $2,616,061,623   $156,963,697 
15,036,303 


1874.  .  2,601,025,320.  .  156,061,519 
15,938,481 


1875..  2,585,086,839..  155, 105,210 
16,894,790 


1876.. 2,568,192,049..  154,091, 522 
17,908,478 

1877.  .2,550,283,571  .  .  153,017,014 
18,982,986 


1878.  .2,531,300,585.  .  151,878,035 
20,121,965 


1879..  2,5 11, 178,620.  .150,670,717 
21,329,283 

1880.  .2,489,849,337. .  149,390,960 

22,609,040 


188 1 ..  2,467,240,297 . .  148,034,418 
23,965,582 

1882..  2,443,274,7 15..  146,596,483 
25,403,517 


1883. .2,417,871, 198..  145,072,272 


The  second  table  is  carried  with  the  yearly  taxation  reduced 
to  $155,000,000. 

1883  $2,417,871,198  $145,072,272 
9,927,728 


1884. .  2,407,943,470. .  144,476,608 
10,523,392 


1885  . .  2,397,420,078 . .  143,845,204 
4 
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1885    $2,397,420,078   $143,845,204 
11,154,796 

1886..  2,386,265,282.  .  143,175,917 
11,824,083 


1887.  .2,374,441, 199..  142,466,472 


1888.  .2,361,907,671 . .  141,714,460 

13,285,540 

1889.  .2,348,622,131 . .  140,917,328 

14,082,672 


1890. .  2,334,539,459 . .  140,072,367 
14,927*633 


1891 . .  2,319,61 1,826. .  139,176,709 
15,823,291 


1892..  2,303,788,535..  138, 227,3  12 
16,772,688 


1893.. 2,287,015,847..  137,220,950 

i7>779,°5° 


1894..  2,269,236,797..  136,154,208 
18,845,792 

1895  .  .'2,250,391,005  .  .  135,023,460 


1896..  2,230,414,465..  133,824,868 
21,175,132 


1897. .  2,209,239,333  .132,554,360 
22,445,640 

1898..  2,186,793,693..  13 1,207,621 


1899..  2,163,001, 314..  129,780,078 
25,219,922 


1900..  2, 137,78 1,393. .  128,266,883 
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The  third  table  reduces  the  yearly  taxation  to 
$138,000,000. 

1900  $2,137,781,392  $128,266,883 


1901  ..2,128,048,275  . .  127,682,896 
10,317,104 


1902.. 2,117,731, 171..  127,063,870 
10,936,130 


1903.  .2,106,795,041 . .  126,407,702 
11,592,298 


1904..  2,095,202,743..  125,712,164 
12,287,836 

1905 ..  2,082,9 14,907 . .  1 24,974,894 
13,025,106 


1906..  2,069,889,801..  124,193,388 
13,806,612 


1907.. 2,056,083,189  ..123,364,991 
14,635,009 

"  » 
1908.  .2,041,448,180. .  122,486,890 


1909.. 2,025,935,070  ..121,556,104 
16,443,896 

1910. .  2,009,491,174  .  .120,569,470 


191 1 ..  1,992,060,644  . .  1 19,523,638 
18,476,362 


1912..  1,973,584,282..  118,415,057 
19,584,943 


1913  •  •  1,953,999,339  •  •  1 1 7,239,9°° 
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1913    •i,953»999.339  $U7,239,96 
20,760,040 


1914-  •  i,933,239,299  •  •  1  15,994,357 
22,005,643 


1915  ..  1,91  1,233,656  .  .  1  14,674,019 
23,325,981 

1916..  1,887,907,675  ..113,274,460 


1917*  .  1,863,182,135  ..11  1,790,928 
26,209,072 


1918..  1,836,973,063..  110,218,383 
27,781,617 

1919..  1,809,191,446..  108,551,486 


The  fourth  table  reduces  the  yearly   taxation  to 
$120,000,000. 

1919  $1,809,191,446  $108,551,486 
11,448,514 

1920. .  1,797,742,932. .  107,864,576 
12,135,424 


1921 . .  1,785,607,508. .  107,136,450 
12,863,550 


1922. .  1,772,743,958. .  106,364,637 
i3,635,363 


1923 . .  1,759, 108,595  -  - 105,546,5 1 5 
H,453>485 

1924. .  1,744,655,1 10. .  104,679,306 
15,320,694 


1925  . .  1,729,334,416. .  103,760,064 
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1925    $1,729,334,416  $103,760,064 
16,239,936 


1926.  .  1,713,094,480.  .  102,785,669 
17,214,331 


1927. .  1,695,880,149.  .  101,752,808 
18,247,192 


1928.  .  1,677,632,957.  .  100,657,977 
19,342,023 


1929..  1,658,290,934..    99,497,456 
20,502,544 


1930..  1,637,788,390..    98,267,303 
21,732,697 


1931.  .1,616,055,693        96,963,341 
23,036,659 

1932   •  1>593*019>°34   •   95>58l>H2 
24,418,858 


1933. .  1,568,600,176. .   94,116,010 
25,883,990 


ig34..i,542*7l6'186--    92'562>97° 

1,515,279,156..   90,916,749 
29,083,251 


1936..  1,486, 195,905..   89,171,754 


The   fifth  table   reduces    the    yearly  taxation  to 
$  1 00.000,000. 

1936  $1,486,195,905      $89,171,754 
10,828,246 

1937--i>475,367*659--   88,522,059 
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1937   $i,475»367»659     $88,522,059 
11,477,941 


1938. .1,463,889,718..   87,833,383 
12,166,617 


1939. .1,451,723,101..    87,103,386 
12,896,614 

1940..  1,438,826,487..   86,329,589 
13,670,41 1 

1941..  1,425,156,076..   85,509,364 
14,490,636 

1942..  1,410,665,440..   84,639,926 
15,360,074 


--    83,718,322 
16,281,678 


1944..  1,379,023,688..    82,741,421 


1945-    1,361,765,109..    81,705,906 
18,294,094 

1946..  1,343,47 1,01 5..    80,608,260 


1947..  1,324,979,275..    79,444,756 
20,555,244 


1948..  1,303,524,031..    78,211,442 
21,788,558 

1949..  1,28 1,735,473..    76,904,128 
23,095,872 


1950..  1,258,639, A..   75>5l8,376 
24,481,624 

1951..  1,234,1 57,977..   74,049,478 
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1951     $1,2341,57,977      $74,049,478 
25,950,522 


1952. .1,208,207,455..    72,492,447 


1953. .1,180,699,902..    70,841,994 
29,158,006 


1954..  1,151,541,896..     69,092,513 
30,907,487 


1955..  1,1 20,634,409..     67,238,064 
32,761,936 

1956..  1,087,872,473..    65,272,348 


The  sixth  table  reduces  the  yearly  taxation  to 
$75,000,000 

1956    $1,087,872,473     $65,272,348 
9,727,652 


1957. .  1,078,144,821 ..     64,688,689 
10,311,311 


1958..  1,067,833,5 10..   64,070,010 
10,929,990 


1959..  1,056,903,520..    63,414,211 
11,585,789 

1960..  1,045,3 17,731..    62,719,064 
12,280,936 

1961..  1,033,036,795..   61,982,208 
13,017,792 


1962^.1,020,019,003..    61,201,140 
13,798,860 

1963..  1,006,220,143..    60,373,208 


80  LIQUIDATION   OF  THE  DEBT. 

1963    $1,006,220,143     $60,373,208 
14,626,792 


1964..     998,593*35!  ••   59*495,6°i 


1965..     976,088,952..    58>565,337 
16,434,663 


1966..     959,654,289..    57,579,257 
17,420,743 


1967..     942,233,546..   56,534,012 
18,465,988 


1968..     923>767>558--    55>426,°53 
1 9, 5  7  3*947 

1969..     904,193,611..   54,251,616 
20,748,384 

1970..     883,445,227..   53,006,713 

21,993,287 



1971..     861,451,940..    51,687,116 
23,312,884 


1972..     838,139,056..   50,288,343 
24,711,657 


1973..     813,427,399..   48,805,643 
26,!94,357 

1974..    787,233,042..  47,233,982 
27,766,018 


1975--     759,467,°24-- 


1976..     730,°35,°45..  43,802,102 
31,197,898 


1977..     698,837,147..   41,930,228 
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The  seventh  table  reduces  the  yearly  taxation  to 
850,000,000. 

197?"  $698,837,147.  .$41,930,228 
8,069,772 

1978..     690,767,375..  41,446,042 
8,553,958 

1979..     682,213,417..   40,932,805 
9,067,195 

1980..     673,146,222..  40,388,773 
9,611,227 

1981..     663,534,995..   39,812,100 
10,187,900 


1982..     653,347,095..   39,200,825 
10,799,175 


1983..    642,547,920..   38,552,875 
11,447,125 


1984..     631,100,795..   37,866,047 


1985..    618,966,842..  37,138,010 
12,861,990 


1986..    606,104,852..   36,366,291 


1987..     592,471,143..   35,548,268 
14,451,732 


1988..     578,019,411..   34,681,164 
15,318,836 

1989..     562,700,575..  33,762,034 
16,237,966 

1990..     546,462,609..    32*787*756 
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1990..  $546,462,609.. $32,787,756 
17,212,244 


1991..     529,250,365..    31,755,022 
18,244,978 


1992..     511,005,387..    30,660,323 


1993..     491,665,710..    29,499,942 
20,500,058 


1994..     471,165,652..    28,269,939 
21,730^061 

1995..    449,435,591..   26,966,135 
23,033,865 


1996..    426,401,726..   25,584,103 
24,415,897 


1997..    401,985,829..   24,119,149 
25,880,851 


1998..     376,104,978..   22,566,298 


1999..     348,671,276..   20,920,276 
29,079,724 


2000..     3i9,59M52--    ^ 75-493 
30,824,507 


2001..      288,767,045..     17,326,022 


2002..    256,093,067..    15,365,583 
34,634,417 


2003..     221,458,650..    13,287,519 
36,712,481 

2004..     194,746,169..    11,684,770 
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04..  $194,746,169. .$11,68  4,770 
38,315,230 


2005..     156,430,939..     9,385*856 
40,614,144 


2006..     115,816,795..     6,949,007 
43,050,993 


2007..       72,765,802..     4,365,948 
45,634,052 


2008..       27,131,750.. 


SUMMARY  OF  THE  FOREGOING  TABLES. 


A  yearly  taxation  of 

$172,000,000  in  1 7  years  will  reduce  the  debt  to  2,417,871,198 


155,000,000  "  17 
138,000,000  "19  " 

120,000,000  "    17 
1OO,  000,000   "  20 

75,000,000  "21     " 
50,000,000  "31     " 

142  years. 


2,137,781,392 
1,809,191,446 
1,486,195,905 
1,087,872,473 


000,000,000 


The  rule  on  which  this  plan  of    payment    is  Low  tax- 
constructed  is — to  'keep  taxation  at  the  lowest  rates  *^^& 
that  will  effect  the  purpose  of  liquidation.  rule. 

Though  very  simple,  this  rule  contains  the 
most  important  principles  of  fiscal  administra- 
tion. 

It  is   a   self-evident  and   scientific  principle,  Thescien- 
which  demands  that  "no  more   of  the  general tlfic  law' 
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powers  of  a  system  shall  be  appropriated  to  a 
particular  purpose  than  are  necessary  to  accom- 
plish that  purpose. 

In  applying  this  principle  to  our  public  econ- 
omy it  is  impossible  to  avoid  all  errors  of  judg- 
ment. It  is,  nevertheless,  our  best  guide  ;  and 
the  only  term  of  uncertainty  that  arises  under  it 
relates  to  the  amount  of  the  yearly  constant  of 
payment.  A  higher  constant  than  ten  millions 
would  shorten  the  process  of  liquidation  ;  but  it 
would  require  the  taxes  to  be  increased. 

The  whole  The  foregoing  tables  of  liquidation  exhibit 
quired",  the  total  taxation  which  must  be  paid  in  order 
to  extinguish  the  debt  on  a  certain  scale  of  reduc- 
tion. It  reaches  the  prodigious  sum  of  twelve 
thousand  five  hundred  and  twenty-eight  million 
of  dollars.  That  is  to  say,  with  the  lowest  rates 
of  taxation  that  will  bring  the  debt  within  the 
power  of  our  resources  and  carry  forward  its 
liquidation  by  sensible  degrees,  there  must  be 
withdrawn  from  the  trade  and  labors  of  the 
country,  in  continuity,  an  amount  of  capital  suf- 
ficient to  discharge  it  five  times  over  if  it  could 
be  directly  applied.  It  may  well  be  questioned 
whether  all  the  advantages  derived  from  our' 
bond  currency  will  compensate  for  the  detriment 
to  commerce  and  industry  inseparable  from  the 
process. 

High  tax-  The  natural  tendency  of  excessive  taxation  is  to 
creates  create  a  ruling  and  a  subject  class  in  society.  The 
ine-  whole  mass  of  property  and  labor  is  reaped  over, 


qualities. 


the  product  goes  into  possession  of  the  few, 
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gradually  concentrating  in  their  hands  the  power 
of  money  and  credit,  and  finally  the  public  offices 
also.  The  higher  the  tax  the  more  rapidly  does 
this  unequalizing  process  go  on.  No  tyranny  is 
more  absolute  than  the  tyranny  of  circumstances 
growing  out  of  the  domination  of  capital,  and 
no  dependence  more  servile  than  the  dependence 
for  bread.  The  condition  of  emigrants  from  the  Example 
British  empire  when  they  arrive  in  the  United  British 
States  is  an  example  of  the  almost  savage  ignor-  debt- 
ance  and  helplessness  resulting  from  the  long 
and  unmitigated  action  of  an  oppressive  and  ill- 
managed  public  debt.  It  is  worthy  of  remark 
that  the  same  allegations  have  been  made  of  that 
debt  which  are  now  made  of  the  debt  of  the 
United  States  —  that  the  great  consol  currency 
which  represents  it  is  a  beneficent  capital,  a 
source  of  prosperity  to  industry,  and  even  the 
corner-stone  of  the  commercial  superiority  of 
England  in  the  markets  of  the  world.  But  the 
cost  of  that  capital  has  been  entirely  overlooked, 
It  holds  labor  in  the  toils  of  subjection  and  sinks 
the  man  to  a  condition  of  servility. 

Excessive  taxation,  long  continued,   discour-  Discour- 
ages all  industry  in  the  hands  of  small  capital- 


n 

ists,  on  which  the  profit  is  small.     These  must  dustries 
inevitably  be  absorbed  by  the  large  capitalists,  nshe?  & 
who,  besides  being  able  to  realize  compensation  ™e°gnopo~ 
by  cheaper  methods  of  work  and  larger  sales, 
absorb  also  the  profits  which  were  formerly  dis- 
tributed among  a  greater  number  of  manufac- 
turers.    The  ex-manufacturers  are  then  thrown 
into  the  field  of  naked  labor,  increasing  the  com- 
petition for  wages  and  tending  to  reduce  the  com- 
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forts  of  life  to  the  lowest  tolerable  degree.  This 
consequence  "being  once  established,  the  rich 
capitalists  possess  a  monopoly  and  may  enlarge 
their  profits  at  the  expense  of  the  community. 
The  wages  class  of  people  may  then  be  said  to 
be  almost  owned  by  the  moneyed  class.  They  are 
hemmed  in  by  necessity  on  every  side,  and  their 
condition  becomes  needy.  The  further  we  trace 
these  consequences  of  high  and  long-continued 
taxation  the  more  it  is  manifest  that  their 
weight,  which  is  the  weight  of  the  public  debt, 
falls  most  heavily  on  those  who  are  least  able  to 
bear  it ;  while  the  profits  realized  from  the  cor- 
responding credit  in  the  shape  of  bonds  go  to 
the  few. 

is  a  temp-  High  taxation  tempts  men  to  conceal  property 
fraud1  onan(l  *°  ma-ke  false  returns  of  income.  An  in^ 
the  rev-  crease  of  tax  grows  out  of  this,  because  it  swells 
the  expenses  of  collection  and  reduces  the  net 
revenue.  It  is  known  by  the  discoveries  of  our 
own  government  officers  that  the  revenue  is  ex 
tensively  defrauded  by  evasion  and  even  by  per- 
jury. The  experience  of  other  governments  has 
been  the  same.  In  proportion  to  these  frauds 
an  undue  amount  of  tax  is  reflected  on  the  volun- 
tary payers,  who  then  feel  that  they  are  the  vic- 
tims of  injustice  and  begin  to  find  excuses  for 
the  same  practice.  It  is  not  difficult  to  do  so 
among  the  infinite  pretexts  of  legal  ingenuity  ; 
and  so  it  comes  about  that  men  who  yesterday 
spurned  the  thought  of  defrauding  the  govern- 
ment are  to-day  gratified  by  the  impunity  of 
their  success,  which  they  interpret  into  justifica- 
tion. 
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The  Secretary  of  the  Treasury,  in  his  report 
for  the  year  ending  June  30,  1865,  presents  a  plan 
by  which  the  public  debt  may  be  extinguished 
in  from  twenty-eight  to  thirty-two  years,  accord- 
ing to  the  rate  of  interest  at  which  the  mass  shall 
be  funded.  It  is  very  simple  and  entirely  arbi- 
trary. It  proposes  to  raise  by  tax  two  hundred 
million  a  year  above  the  ordinary  expenses  of 
government,  and  to  apply  of  that  sum  to  the 
extinction  of  the  debt  all  over  the  annual  interest 
upon  it. 

If  the  whole  debt  be  so  funded  as  to  bear  an 
interest  of  five  and  one-half  per  cent.,  this  pro- 
cess would  extinguish  it  in  thirty-two  years.  If 
the  interest  could  be  reduced  to  five  per  cent.,  it 
would  require  but  twenty-eight  years. 

"After  careful  reflection,"    says  the  report,  He  pro- 
"  the  Secretary  concludes  that  no  act  of  Congress  ]™x?f  two 
would  be  more  acceptable  to  the  people,  or  better  hundred 
calculated  to  strengthen  the  national  credit,  than  JJ'J-ear? 
one  which  should  provide  that  two  hundred  mil- 
lions of  dollars,  commencing  with  the  next  fiscal 
year,  shall  be  annually  applied  to  the  payment 
of  the  interest  and  principal  of  the  national  debt. 
The  estimates  for  the  next  fiscal  year  indicate 
that  a  very  much  larger  amount  could  be  so  ap- 
plied without  an  increase  of  taxes." — p.  25. 

We  have  already  stated  some  of  the  reasons  And  repu- 
why  an  arbitrary  plan  of  this  kind  should  not  fa^of*11 
be  attempted.     It  ignores  all  natural  laws  ofp.roduc- 
commerce.     While  it  proposes  to  draw  heavily 
and  continuously  on  our  resources,  it  does  not 
consider  how  those  resources  will  be  affected  by 
the  process.     It  repudiates  the  idea  that  there  are 
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any  laws  of  production  which  are  entitled  to  re- 
spect and  the  violation  of  which  will  lessen  the 
product.  It  pays  no  regard  whatever  to  a  pro- 
vision for  reserves — one  of  the  first  terms  of  suc- 
cessful finance  ;  but,  by  consuming  entirely  the 
annual  resources  it  leaves  the  State  naked  before 
the  sword  of  an  enemy. 

Plan  of        The  following  table  exhibits  the  plan  of  the 
the  Secre-  Secretary  carried  to  its  conclusion,  with  a  con- 

tary  car-  J 

ried  out.   tinuous  yearly  taxation  of  $200,000,000 : 

i 

$2,700,000,000. .  162,000,000 
38,000,000 


i.     2,662,000,000. .  159,720,000 
40,280,000 


2.  2,621,720,000.  .  157,303,200 

42,696,800 

3.  2,579,023,200..  154,741, 392 

45,258,608 

4-     2,533»764>592. .  152,025,875 
47,974,125 

5.     2,485, 790,467..  149,147,428 
50,852,572 


6.     2,434,937,895..  146,096,273 
53>9°3>727 


7.     2,381,034,168. .  142,862,050 
57*137>95° 


8.     2,323,896,218..  139,433,772 
60,566,228 


9.     2,263,329,990..  135,799,799*; 
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9.   $2,263,329,990   $135,799*799 
64,200,201 


10.      2,199,129,789..  131,947,787 
68,052,213 


11.        2,  13  1,077,576..  127,864,654 
72,135,346 


12.        2,058,942,230.  .  123,536,534 
76,463,466 


13.        1,982,478,764.  .  1  18,948,725 
81,051,275 


14.        1,901,427,489..  114,085,649 


15.  1,815,513,138.  .  108,930,788 

91,069,212 

16.  1,724,443,926.  .  103,466,635 


17.  1,627,910,561..   97,674,634 

102,325,366 

18.  1,525,585,195..   91,535,111 

108,464,889 


19.      1,417,120,306..   85,027,218 
114,972,782 


20.        1,302,147,524     -     78,128,851 
121,871,149 


21.        1,180,276,375..     70,816,582 
129,183,418 


22.        1,051,092,957..     63,065,577 

136*934>423 


23.         914,158,534..    54,849,512 
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23.       $914,158,534. .$46,140,512 
145,150,488 


24.  769,008,046..    46,140,482 
153*859*518 

25.  615,148,528..    36,908,911 
163,091,089 


26.  452,057,439..    27,123,446 
172,876,554 

27.  279,180,885..    16,750,852 
183,249,148 


28.          95»93l»737 

Estimates  The  estimates  of  ordinary  expenditure  for  the 
year  ending  June  30,  1867,  are  near  one  hundred 
and  forty -three  million. 

The  plan  of  Mr.  McCulloch  will  therefore 
require  a  continuous  annual  revenue  of  three 
hundred  and  forty -three  million  of  dollars  for 
the  space  of  twenty-eight  years.  His  estimate 
for  the  same  year,  of  receipts  from  customs  and 
sources  other  than  the  excise,  is  one  hundred  and 
twenty-one  million,  leaving  to  be  gathered  by 
the  direct  tax  two  hundred  and  twenty-two  mil- 
lion. 

But  the  Secretary's  estimate  of  revenue  from 
the  direct  tax  for  the  year  ending  June  30,  1867, 
is  two  hundred  and  seventy-five  million,  which 
is  fifty-three  million  in  excess  of  his  require- 
ment to  extinguish  the  debt  in  twenty-eight 
years. 

If  there  are  no  bad  consequences  to  be  appre- 
hended from  high  rates  of  taxation,  why  not 
apply  this  fifty-three  million  also  to  the  pay- 
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ment  of  the  debt,  and  make  the  term  of  liquida- 
tion still  shorter  ?  For  some  unexplained  cause 
the  Secretary  remits  this  amount ;  and  we  sup- 
pose it  to  be  that  he  vaguely  recognizes  some 
expedient  limit  to  taxation,  or  some  natural  law 
of  economy  in  favor  of  the  slower  liquidation. 

A  century  since,  Adam  Smith  advanced  four  Adam 
propositions  in  which  he  designed  to  embody 
the  natural  rules  or  principles  of  taxation,  and 
which,  says  John  Stuart  Mill,  "  having  been  gen- 
erally concurred  in  by  subsequent  writers,  may 
be  said  to  have  become  classical."  These  are 
briefly : 

1.  Taxation  should  be  in  proportion  to  the 
revenue  enjoyed   under  the  protection  of  the 
State. 

2.  It  should  be  certain,  and  not  arbitrary. 

3.  "It  ought  to  be  levied  at  the  time  or  in  the 
manner  in  which  it  is  most  likely  to  be  conve- 
nient for  the  contributor  to  pay  it." 

4.  "  Every  tax  ought  to  be  so  contrived  as 
both  to  take  out  and  to  keep  out  of  the  pockets 
of  the  people  as  little  as  possible  over  and  above 
what  it  brings  into  the  public  treasury  of  the 
State." 

The  first  of  these  propositions  neither  admits  They  BUS. 
of  dispute  nor  needs  explanation.  The  second  ia^c  *h®f 
refers  to  the  time,  manner,  and  amount  of  pay- gradual  n. 
ment,  requiring  that  they  be  made  certain 
law,  and  trusting  nothing  to  the  arbitrary  dispo- 
sition of  administrators,  who,  if  left  without 
restraint,  have  the  power  of  tyrants,  and  gen- 
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erally  exert  it.  This  proposition,  jointly  with  the 
third,  which  contemplates  particularly  the  con- 
venience of  the  taxpayers,  includes  also  the 
consideration  of  their  ability,  on  which  the  cer- 
tainty of  payment  depends. 

Although  the  fourth  proposition  has  special 
reference  to  the  expenses  of  collection,  but  for 
which  the  tax  might  be  lighter,  it  contains  the 
argument  heretofore  stated  that  money  taken 
out  of  use  on  any  ground  is  at  the  expense  of 
production,  and  therefore  an  injury  to  the  com- 
munity generally. 

In  substance  these  propositions  include  the 
rule  that  every  part  of  a  system  of  economy 
ought  to  be  so  managed  as  to  get  the  best  result 
from  the  whole.  This  rule  is  directly  opposed 
and  set  at  naught  by  the  plan  of  Mr.  McCulloch, 
which  contemplates  the  extinction  of  the  debt  in 
a  given  time,  on  which  taxation  must  be  appor- 
tioned, without  considering  what  effect  is  to  be 
produced  by  it  on  the  common  interest  of  labor 
and  trade. 

The  gradual  scale  of  liquidation  allows  the 
accumulation  of  vast  reserves,  while  the  con- 
centrated scale  consumes  everything  as  it  goes 
along. 

What  are     The  financial  reserve  of  a  country  is  that  capi- 
serves.  ""  tal  of  which  the  unconsumed  part  of  the  yearly 
resources  is  the  interest. 

That  is  to  say,  if  the  yearly  taxes  amount  to 
three  hundred  and  forty-three  million,  which  is 
the  sum  called  for  by  Mr  McCulloch' s  plan,  and 
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if  the  country  is  not  able  to  "bear  more  than  that, 
then,  if  it  be  all  consumed,  there  is  no  reserve  for 
any  contingency  that  may  demand  more.  If  war 
should  break  out,  there  is  nothing  to  fall  back  on. 
But  if  only  three  hundred  and  fifteen  million 
be  consumed,  which  is  the  sum  required  by  the 
gradual  scale  (that  is,  one  hundred  and  seventy- 
two  million  for  the  debt  and  one  hundred  and 
forty-three  million  for  the  ordinary  expenses), 
there  is  a  balance  of  twenty-eight  million  left, 
the  capital  of  which  at  six  per  cent,  is  four  hun- 
dred and  sixty-eight  million. 

In  the  second  year,  the  difference  would  be  The  grad- 
still  more  in  favor  of  the  gradual  scale,  because 


the  twenty-eight  million  being  left  in  the  hands  accumuia- 
of  the  people  to  ^fructify,"   would  have  its  in-  capital  in- 


crease by  use  as  capital,  to  add  to  the  resources, 

There  is  allowed  the  same  sum  on  both  scales  stant  dis- 
for  the  ordinary  expenses  of  the  government  —  one  ^erslon  > 
hundred  and  forty-three  million  ;  but  those  ex- 
penses would  be  materially  reduced  by  the  grad- 
ual scale,   as  a  large  amount  of  clerical  service 
might  be  dispensed  with,   and  the  peculations 
would  be  less  in  proportion. 

There  is  another  point  secured  by  the  gradual  And  se- 
scale,  at  the  end  of  seventeen  years,  in  the  reduc-  ^^and 
tion  of  the  taxes  from  one  hundred  and  seventy-  certainjde- 
two  millions  to  one  hundred  and  fifty-  five  mi 
lion.     The  annual  reserve  would  then  be  seven 
hundred  and  seventeen  million  of  dollars,  that 
being  the  capital  of  what  is  saved  from  the  yearly 
resources.     On  the  concentrated  scale  it  would  be 
nothing. 
.  At  the  end  of  the  second  term,  which  will  be  in 
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the  year  1900,  the  taxation  is  reduced  seventeen 
million  more,  and  the  reserve  exceeds  a  thousand 
million. 

The   pro-     The  following  table  exhibits  the  action  of  the 
piified.em "gradual  plan  from  the  beginning  to  the  complete 
redemption  of  the  debt : 

TAXES  DIMINISHING.  RESERVE  INCREASING. 

1865 $172,000,000  $468,000,000 

1883 155,000,000  717,000,000 

1900 138,000,000  1,038,000,000 

1919 120,000,000  1,335,000,000 

1936 100,000,000  1,668,000,000 

1 956 75,000,000  2,083,000,000 

1977 50,000,000  2,500,000,000 

1998 50,000,000  2,500,000,000 

2008 2,700,000,000 

By  this  method,  the  taxes  diminish  inversely 
as  the  reserve  increases ;  and  the  organization 
of  the  reserve  as  capital  goes  steadily  forward 
on  the  terms  most  favorable  to  development  and 
enlargement. 

The   two     On  the  concentrated  plan,  the  opposite  con- 
*3^11611068  follow.     There  is  no  accumulation  of  a 
'  yearly  reserve.     The  resources  are  relatively  on 
the  decline,  and  the  taxes,  of  course,  more  difficult 
to  pay.     Capital  is  perpetually  displaced.     The 
productive  energy  of  the  country  is  foiled  ;  and 
all  business  resting  on  it  is  embarrassed. 
The  exact     We  have  chosen  for  our  example  the  exact 
required   revenue    demanded    by    the    Secretary    of   the 
by  the      Treasury,  and   by  him  recommended   to   Con- 
'^'gress,  to  avoid  the  criticism  of  advancing  an 
original  hypothesis — that  is,  two  hundred  mil- 
lion a  year  for  the  extinction  of  the  debt,  and 
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one  hundred  and  forty-three  million  for  the 
ordinary  expenditures  of  the  government ;  to- 
gether, three  hundred  and  forty -three  million. 

Notwithstanding  the  fact  that  our  total  revenue 
is  now  said  to  exceed  five  hundred  million  a 
year,  it  is  not  thence  to  be  inferred  that  the 
country  is  able  to  bear  such  a  burden  for  a  num-  I 

ber  of  successive  years.  The  rate  is  oppressive  ; 
and  when  the  high  strain  of  political  excitement 
which  now  prevails  shall  pass  away,  it  will  be 
seized  upon  by  demagogues  and  made  the  bone 
of  our  elections,  which  cannot  fail  to  be  a  most 
unfortunate  issue  for  the  public  credit. 

The  foregoing  scale  does  not  contemplate  the 
improvement  and  extension  of  our  productive 
area.  What  the  country  is  able  to  bear  now, 
it  must  become  better  and  better  able  to  bear  in 
the  future,  with  a  steadily  increasing  population. 

But  even  if  our  reserves  were  much  greater,  The  na- 
that  would  be  no  excuse  for  violating  the  com-  Jfj^jjj^ 
mercial  principle  under  which  all  taxation  should  tion  im- 
be  levied,  viz.  :  to  make  the  most  of  the  general pei 
economy.     It  is  to  this  principle,  which  contains 
everything  relating  to  the  common  prosperity, 
that  every  step  of  financial  management  ought  to 
be  referred.     The  first  thing  it  involves  is  individ- 
ual prosperity  ;  and  individual  prosperity  is  the 
necessary  basis  of  public  credit.     If  the  individ- 
ual   members    of  a  society  do    not  prosper  in 
their  affairs,  it  is  impossible  that  the  sum   of  Private 
affairs  can  be  prosperous.  fo^da-1"* 

The  connection  between  the  public  credit  of  the  tion  of 
United  States  and  the  private  credit  of  individuals, 
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has  been  made  so  intimate  as  to  establish  an 
extraordinary  mutual  dependence  between  them. 
The  public  bonds  constitute  the  only'legal  basis 
of  the  banking  system.  "  The  National  Bank 
Currency ' '  rests  on  them  alone.  They  are  them- 
selves currency,  restricted  in  the  function  of  bank 
bills  only  by  their  inconvenient  denominations, 
and  their  carriage  of  interest.  They  are  both 
commercial  capital  and  circulating  medium ; 
and  forming  as  they  do,  a  large  part  of  the  gen- 
eral credit,  it  follows  that  their  liquidation  must 
cause  either  a  reduction  of  the  mass  of  credit  or 
a  change  in  the  form  of  it.  Hence  a  rapid  liquida- 
tion like  that  of  the  concentrated  scale  would 
enforce  a  very  violent  action  on  the  markets.  In- 
dependently of  the  prodigious  abstraction  of 
capital  by  taxation,  the  actual  annulment  of 
capital  *  would  go  on  in  the  following  manner,  the 
only  amelioration  coming  from  whatever  substi- 
tution of  other  capital  might  be  brought  about 
by  individuals  in  their  commercial  business. 

The  plan     There  would  be  cancelled  in  the  first  year, 

Secretary  thirty -eight  million  of  capital,  &c. 

cancels 
capital. 


1. 

$38,000,000 

15. 

.  $86,000,000 

2. 

40,000,000 

16. 

.    91,000,000 

3. 

43,000,000 

17. 

.    97,000,000 

4. 

45,000,000 

18. 

.102,000,000 

5. 

48,000,000 

19. 

.  108,000,000 

6. 

51,000.000 

20. 

.115,000,000 

7. 

54,000,000 

21. 

.122,000,000 

8. 

57,000,000 

22. 

.129,000,000 

9. 

61,000,000 

23. 

.137,000,000 

10. 

64,000,000 

24. 

.  145,000,000 

11. 

68,000,000 

25. 

.154,000,000 

12. 

72,000,000 

26. 

.  163,000,000 

13. 

76,000,000 

27 

.173,000,000 

14. 

81,000,000 

28. 

.183,000,000 

* <c  The  public  debt  of  the  United  States  is  the  capital  of  the 
citizen."    Rep.  of  Sec.  McCulloch  for  1865,  p.  15. 
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Such  is  a  literal  picture  of  the  plan  of  liquida- 
tion recommended  to  Congress  by  the  Secretary 
of  the  Treasury.  It  has  the  single  merit  of 
putting  an  end  to  our  national  debt  in  twenty- 
eight  years ;  but  there  is  little  difficulty  in  per- 
ceiving that  it  would  put  an  end  to  commerce  at 
the  same  time.  If  there  were  no  other  objection 
than  the  monstrous  change  of  credit  and  invest- 
ment enforced  by  it,  that  is  enough  to  condemn 
it  without  an  experiment  We  have  frequently  it  is  a  pro- 
seen  the  ordinary  and  healthful  action  of  ourj^^. 
markets  suspended  and  almost  paralyzed  bycialmin. 
the  mere  shadow  of  a  loan  of  twenty-five  mil- 
lion being  thrown  over  them  from  Washington. 
The  expectancy  alone  of  the  chances  of  specula- 
tion in  that  amount  of  public  securities  has 
caused  funds  to  be  withdrawn  from  other  invest- 
ments to  three  or  four  times  the  sum.  But  here 
is  a  change  called  for,  beginning  with  thirty- 
eight  million  the  first  year  and  rolling  itself 
in  an  annually  increasing  volume  over  and 
through  all  the  interests  of  commerce  and  labor, 
until  it  reaches  the  enormous  magnitude  of  two 
hundred  million  a  year,  when  it  ceases  in  one 
day !  To  appreciate  the  violence  of  this  scale, 
we  must  observe  its  annual  steps,  how  inexorably 
they  advance,  each  one  heavier  than  the  preced- 
ing, with  a  still  heavier  threatening  on  the  mor- 
row. 

"The  debt  of  the  nation  is  the  capital  of  the  Text  of 
citizen,"  says  Mr.  McCuUoch.    (Eeport  of  1865, 
p.  15).     "  The  means  of  the  merchant,  manufac- 
turer and  farmer,  and  also  those  of  the  working- 
5 
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man  and  the   soldier,   have  been  liberally  in- 
vested in  it." 

Taxation      What  the    Secretary    requires,    on   his    own 
cMtai™  theory,  is,  therefore,  that  "the  merchant,  manu- 
from   the  facturer,  farmer,  workingman  and  soldier,"  shall 
drawer  of  pay  out  of  their  business  in  the  space  of  twenty 
mantrinto  7earsj   twenty-seven  hundred  million  of    their 
the  purse  capital !    It  is  no  amelioration  of  the  hardship, 
bond-6      as  we  have  elsewhere  said,  that  the  capital  so 
holder,     withdrawn  goes  back  into  the  channels  of  in- 
dustry in  the  shape  of  interest.     Not  one  in  one 
hundred  of  the  people  ever  gets  a  dollar  of  it, 
but  every  individual  excepting  only  the  bond- 
holder is   subject  to   the  injury  caused  by  its 
withdrawal. 

It  is  true  that  any  plan  for  paying  off  the 
public  debt  is  measurably  open  to  the  same 
objection,  since  taxation  is  always  capital  with- 
drawn from  business.  For  that  reason,  we  must 
make  it  as  light  as  possible,  consistently  with 
the  end  to  be  accomplished.  There  is  room  for 
dispute  as  to  the  rapidity  of  payment,  but  none 
as  to  the  principle  on  which  the  scale  is  founded. 


Taxation 


At  no  point  of  our  examination  can  it  be  made 
meansthe more  sensibly  manifest  than  in  the  contempla- 
with-  tion  of  the  foregoing  table,  that  the  true  meaning 
capital  °f°f  taxation  is — the  withdrawal  of  capital  from 
from  la-  labor  and  commerce ;  and  also,  that  this  is  the 

bor  and  .  .  ..  .  .   ..  . .    _  . 

commerce  only  occasion  and  manner  in  which  capital  is  so 
withdrawn,  through  all  the  processes  of  organ- 
izing and  administering  the  public  debt. 

When  the  people  pay  in  a  loan  to  the  Govern- 
ment, they  receive,  immediately,  a  perfect  com- 
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mercial  equivalent.  They  simply  exchange  their 
own  funds  for  funds  of  another  kind,  which  are 
created  by  the  Government.  But  when  it  comes 
to  liquidating  the  loans,  they  take  capital  out  of 
their  business,  and  give  it  in  the  shape  of  taxa- 
tion, without  getting  in  return  any  equivalent 
whatever. 

A  plain  example  will  show  how  much  greater 
the  financial  strength  of  a  country  must  be  with 
liquidation  spread  over  a  long  term,  than  when 
it  is  concentrated  on  a  short  term. 

A  late  secretary  of  the  Treasury  estimated  the  Profits 
net  profits  on  the  production  of  the  United  States  t/o 
in    1860  at  four  hundred  million   of    dollars.  Pfty  the 
Without  considering  any  increase  of  profits,  if  we  * 
allow  twenty-eight  years  only  for  the  extinction 
of  twenty-seven  hundred  million  of   debt,  pay- 
ment must  be  extracted  from  eleven  thousand 
two  hundred  million  of  profits  ;  if  we  allow  one 
hundred  and  forty-two  years,  the  payment  would 
be  assessed  on  fifty-seven  thousand  million.     In 
the  former  case,  the  average  payment  would  be 
one  hundred  million  a  year*;  in  the  latter  eight- 
een   million.       But  what  is   of   much   greater 
consequence,   is,   that   the    continuously  heavy 
strain  of  taxation  in  the  short  term  would  work 
adversely  by  the  discouragement  of  industry  and 
the  arrest  of  development,  while  the  lighter  strain 
during  the  long  term  would  oppose  no  material 
resistance  to  the  accumulative  force  of  enterprise 
and  labor. 

Finally,  as  against  liquidation  concentrated  on 
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Necessity  a  short  period,  and  in  favor  of  the  longer  term 


* 


laws  to    we  ought  to  choose  that  method  and  time  which 


guidaUon  a^m^  °^  ^ne  wn°le  process  being  reduced  to  abso- 
lute certainty,  as  nearly  as  is  possible.  And  this 
for  many  reasons.  The  preservation  of  the  pub- 
lic credit  is  too  important  a  matter  to  be  left  to 
the  changeable  discretion  of  a  Secretary  or  a 
bureau.  It  bears  directly  and  constantly  on  the 
general  interests  of  the  people.  By  good  man- 
agement, those  interests  are  allowed,  and  even 
assisted  to  prosper,  in  spite  of  the  heavy  taxes 
laid  upon  them  ;  by  bad  management  they  are 
injured,  and  their  ability  to  support  the  taxes 
correspondingly  reduced.  The  management 
ought  therefore  to  be  vested  in  law,  and  not  in 
any  changeable  authority.  The  succession  of 
one  Secretary  to  another  ought  not  to  involve  any 
change  of  policy. 

Political  power  passing  from  one  party  to 
another,  should  still  leave  the  volume  of  the 
public  finances  to  flow  on  in  its  undeviating 
channels. 

The  one       The  creditors  of  the  Government  are  entitled  to 

e^unsafe  ^e  placed  above  all  those  agitations,  apprehen- 

in  finance,  sions,  and  alarms,  which  are  inseparable  from  a 

management  vested  in  the  discretion  of  a  single 

person,  who  may  be  swayed  by  ignorant  or  bad 

counsels.     No  surer  cause  of  disaffection  and  of 

violent  political  passions  could  be  set  in  action 

than  to  make  the  income  of  the  public  creditors 

uncertain,  and  in  no  other  way  could  the  public 

credit  itself  be  so  seriously  impaired.    A  new 
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loan  under  such  circumstances,  however  great 
the  emergency,  could  not  be  obtained  except  on 
terms  that  would  sink  the  national  credit  still 
lower,  and  be  a  disgrace  to  tha  Government. 

But  the  attempt  would  be  futile,  to  apply  fixed  Fixed 
laws  to  a  scale  of  liquidation  that  is  threatened 


with  rupture  every  hour  by  its  own  inherent  vio- 

i  •  -u  '       j,   -i  t  planofthe 

lence.    Any  emergencies,  such  as  failure  of  crops,  Secretary; 
pestilence,  or  war,  requiring  more  than  the  people 
are  able  to  pay  from  their  annual  resources,  would  - 
bring  the  law  into  contempt  and  the  public  credit 
to  disgrace.     A  natural  feud  would  spring  up 
between  the  taxpayers  and  the  creditors.     Any 
attempt  to  distrain  for  the  taxes  would  excite 
popular  resistance. 

There  can  never  be  any  doubt  of  the  issue  of  while 
a  strife  involving  the  means  of  subsistence  for  entirely*8 
millions  of  people.    The  merits  of  the  ameliorated  practica- 
scale  of  liquidation  are  these  :  that  it  brings  the  gradual 
debt  clearly  and  positively  within  the  resources  scale- 
of  the  country  while  taxing  those  resources  at 
the  lowest  that  will  effect  such   purpose  ;  that 
it  leaves  so  large  a  part  of  the  annual  resources 
in  reserve  that  no  emergencies  can  interrupt  the 
payment  of  the  interest  ;  and  that  from  the  very 
beginning  of  the  process,  the  taxes  grow  lighter 
by  the  relative  increase  and  accumulation  of  the 
resources.     To  such  a  system  as  this,  fixed  laws 
may  be  applied,  with  the  certainty  that  they  will 
not  be  broken  ;  and  we  should  get  rid  of  all  those 
anxieties  and  perils  described  in  previous  sec- 
tions, which  must  exist  so  long  as  the  vast  power 
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of  the  treasury  is  lodged  in  the  secret  discretion 
of  one  or  more  agents  and  that  discretion  is  liable 
to  be  influenced  by  every  change  of  political 
parties  in  the  government. 

Absurd        There  is  a  trite  saying  that  uone  generation 
abouTone  nas  no  right  to  contract  debts  for  another  genera- 
genera-     tion  to  pay."     The  inherent  triflingness  of  the 
ing  no     proposition  might  save  it  from  criticism,  if  it  had 
impose0    no^  ^een  seriously  put  forth  in  three  or  more  suc- 
debts  on .  cessive  official  reports  of  the  Treasury  depart- 
ier'    ment  as  a  maxim  of  policy  to  justify  intense  tax- 
ation on  a  short  period  in  preference  to  lighter 
taxation  on  a  longer  period. 

It  might  be  better  said  that  one  generation  has 
no  right  to  transmit  to  another  a  cause  of  war 
which  creates  debt ;  or,  that  the  people  of  a 
country  have  no  right  to  defend  themselves 
against  subjugation  by  a  foreign  enemy,  if  they 
have  not  ready  money  in  hand  to  pay  all  the 
costs  of  such  defence.  It  would  be  quite  as  rea- 
sonable to  allege  that  a  man  has  no  right  to  buy 
grain  on  credit  wherewith  to  sow  his  land  if  he 
cannot  get  it  otherwise  than  by  encumbering  his 
son  with  an  obligation  to  pay  back  the  seed  out 
of  the  forty-fold  harvest  which  he  may  reap  from 
*t. 

impossi-       The  term    "  genera  tion"    marks  no   definite 

arate  one  PeriO(l  in  the  succession  of  multitudes.     The  chil d 

genera-     born  to  day  belongs  to  the  "  next  generation." 

another™  All  minors  who  had  no  voice  in  the   elections 

during  the  war,  belong  to  the  u  next  generation." 

The  " present  generation"  loses  a  thousand  lives 

a  week  in  New  York  and  Brooklyn.     If  thirty 
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years  be  assumed  as  the  term  of  a  generation,  by 
far  the  greater  part  of  the  living,  active  men  of 
to-day  will  be  in  their  graves  before  it  is  half 
over,  and  their  places  will  be  supplied  by  their 
children,  and  by  the  yet  unborn. 

In  the  common  acceptation,  it  is  true  only  in  a  The  debt 
very  literal  and  narrow  sense  that  the  debt  con-  cimrge- 
tracted  to  put  down  the  rebellion  is  a  debt  of  the  able  to  the 
present    time.     The    original    cause   of   it    wasgenseera- 
planted  on  the  continent  by  Great  Britain,  and tion  >  but 
became  so  deeply  rooted   before    the   colonies  British 
achieved  their  independence  that  it  could  not  be 
eradicated  in  the  formation  of  the  new  government. 
The  present  period  inherited  the  country  with 
that  cause  vastly  strengthened,  and  suspended 
over  it  like  an  avalanche.     Upon  us  has  fallen 
the  task  of  arresting  the  avalanche  in  its  descent, 
and  clearing  from  the  path  of  the  future  its  threat- 
ening mischief.     To  allege  that  the  cost  of  it  may 
not  justly  be  distributed  over  the  future  is  equiv- 
alent to  an  assertion  that  the  people  at  the  head 
of  a  valley  who  might  turn  aside  a  torrent  by 
thrusting  their  gathered  wheat-stacks  into  the 
gorge  would  have  no  right  to  expect  any  relief 
from  the  fields  which  they  had  protected  against 
inundation. 

In  proportion  as  the  life  of  a  state  is  endan-  property 
gered,  property  becomes  a  common  right ;  and  £ic,<^mon 
the  part  that  is  saved  ought  justly  to  compensate  when  the 
for  that  which  has  been  spent  to  save  it.     The  f^J8 
principle  of  salvage,  as  recognized  in  maritime  ened. 
practice,  loses  none  of  its  force  in  application  to 
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cases  of  common  defence,  and  is  not  vitiated  by 
the  death  of  owners. 

The  following  paragraph  will    be  found  on 
page  16  of  Mr.  McCulloch's  Report  for  1865  : 

Mr  Me-        "  As  all  true  men  desire  to  leave  to  their  heirs 

Cuiioch's  unincumbered  estates,  so  should  it  be  the  ambi- 

quidation  tion  of  the  people  of  the  United  States  to  relieve 

their    descendants  of   this    national    mortgage. 

We  need  not  be  anxious  that  future  generations 

shall  share  the  burden  with  us.     Wars  are  not 

at  an  end,  and  posterity  will  have  enough  to  do 

to  take  care  of  the  debts  of  their  own  creation." 

Posterity      It  will  promptly  occur  to  every  one  capable  of 
whole  e   reflection,  that  "posterity"  will  inherit  all  the 
country    accumulations  of  the  past,  without  ever  having 
nothing,   lifted  a  finger  to  create  them.     The  knowledge, 
the  institutions,   the   improvements,   the  labor- 
saving  machinery,   the   cities  ready  built  and 
furnished,  the  coal  and  iron  mines  developed, 
the  railways  in  operation,  the  harbors  defended 
by  forts,  rivers  made  navigable — all  these,  and 
finally  the  education  that  qualifies  men  to  carry 
forward  the   great  scene  of  our  national  life, 
descend  to  "posterity"  as  a  clear  gift  from  the 
present  to  the  future. 

The  senti-  Since  it  is  with  the  multitude  and  consequently 
^  with  nations  of  men  as  it  is  with  individuals, 
that  wealth  inherited  breeds  indolence,  luxury 
and  enervation,  and  that  the  happiest  people  are 
they  whose  porridge  is  salted  by  sweat  of  brow, 
we  may  question  whether  the  bequest  of  the 
honorable  Secretary  might  not  prove  a  curse 
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instead  of  a  Messing.  There  is  much  falseness 
mixed  with  the  plausibility  of  his  statement. 
The  present  is  always  too  full  of  labors  and 
hardships  to  cultivate  any  sentiment  of  gratitude 
for  the  succession  which  comes  to  it  by  necessity. 
In  sober  truth,  the  great  body  of  the  wealth  of  a 
generation  in  the  United  States,  is  acquired  by 
the  enterprise  of  its  instant  possessors  much 
more  than  by  inheritance  ;  and  it  is  to  this  con- 
dition that  the  nation  owes  its  chief  prosperity. 

But  the  Secretary  shows  us  on  a  subsequent No  cause 
page  of  the  same  report,  (25)  that  the  burden  of  iety  onie. 
our  present  debt,  if  transmitted  to  "  posterity  " 
without  any  reduction  whatever,  would  be  so 
light,  and  so  easily  discharged,  that  we  may 
dispense  with  all  anxiety  concerning  it.  He 
shows  us  that  the  rate  of  taxation  for  two  hun- 
dred million  annual  appropriation  to  the  ex- 
tinction of  the  debt,  will  be  less  than  three  per 
cent,  of  the  yearly  product  of  1870 ;  that  this 
rate  will  be  reduced  to  one  and  a  quarter  of  one 
per  cent,  in  1880  ;  to  less  than  two-thirds  of  one 
per  cent,  in  1890  ;  and  to  about  one-third  ef  one 
per  cent,  in  1900. 

In  view  of  this  presentment,  we  might  fancy  imagin- 
" posterity"  speaking  to  the  "makers  and^essajf 
builders  "  of  its  estate  in  the  following  strain :  the  future 

"  You,  who  in  your  time,  sacrificed  your  best  present, 
blood  and  all  the  blessings  of  peace  to  save  us 
from  calamity,  and  then  repaired  all  the  desola- 
tions of  war,  to  bestow  on  us  a  richer  bequest 
than  one  generation  ever  before  left  to  another — 
do  not  oppress  your  laborers  with  taxation  to 
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discharge  the  debt  which  came  to  you  from  prior 
ages,  but  leave  it  to  us,   '  our  heirs  and  assigns 
forever.'" 
Error    of     But  the   Secretary  commits  a  great  error  in 

the  Secre-  .       -,-,,. 

tary'sesti- casting  the  percentage  required  by  his  scale  on 
mate-  the  whole  yearly  product,  as  a  measure  of  the 
burden  which  it  would  devolve  on  the  country. 
He  begs  the  material  point  in  issue,  by  assuming 
that  product  to  increase  as  rapidly  under  op- 
pressive rates  of  taxation,  as  it  would  under 
the  lighter  rates.  In  effect,  he  dismisses  from 
his  calculation,  entirely,  the  effect  of  high  taxa- 
tion on  productive  labors. 

How    the 

mentTf"       The  manner  of  conducting  the  affairs  of  the 
the  Treas-  Treasury  Department  has  always  exerted  a  great 
hinder^f  innuence  over  *ne  nioney  market,   and  through 
quidation  that  over  the  general  interests  and  employments 
of  the  country.     These  affairs  have    acquired 
such  weight  that  they  may  either  assist  or  em- 
barrass the  process  of  liquidation. 

The  action  Before  the  Independent  Treasury  was  estab- 
dependent  lished,  the  public  funds  were  deposited  in  des- 
Treasury.  ignated  state  banks,  where  they  became  a  part 
of  the  common  basis  of  loans  for  commercial 
purposes.  It  was  then  a  subject  of  complaint 
that  the  expansion  and  contraction  of  this  basis 
disturbed  the  balance  of  affairs — at  one  time 
enlarging  credit  and  promoting  speculation,  at 
another  compressing  it  and  causing  panic.  The 
question  was  asked — what  propriety  was  there  in 
allowing  the  Government  funds  to  be  used  by 
commerce  ?  It  was  moreover  declared  dangerous 
to  trust  those  funds  in  the  custody  of  institutions 
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whose  interest  it  was  to  keep  their  means  fully 
engaged  in  the  risks  of  trade,  and  which  there- 
fore might  not  be  able  to  meet  promptly  the 
Government  checks. 

Another  cause  of  complaint  was  that  the 
Treasury  Department  had  its  ' '  pet  banks ' '  to 
favor  by  deposits,  and  again  its  choice  of  "  pets  " 
to  favor  by  not  drawing  on  them  for  funds  until 
the  others  were  exhausted.  Political  influences 
ruled  almost  supremely  in  the  administration  of 
the  Treasury.  The  party  in  power,  its  heads  of 
bureaus,  its  prominent  leaders  in  and  out  of  Con- 
gress, its  associated  State  cliques,  had  the  %<  farm- 
ing" of  the  public  funds,  and  the  interest  upon 
them  was  shared  directly  and  in  dividends  by  an 
immense  number  of  people.  The  amount  of  pa- 
tronage exerted  by  the  department  was  pro- 
digious and  corrupt.  It  might  govern  elections 
by  a  concentration  of  influence  on  particular 
localities  where  overwhelming  majorities  could 
be  bought  for  one  day.  The  patronage  passed 
round  from  place  to  place,  from  institution  to 
institution,  from  leader  to  leader,  from  one  sec- 
tion of  the  party  to  another.  The  same  fund 
was  rolled  like  a  cask  of  liquor  with  "free 
spout"  through  the  ranks  of  a  vast  army  of 
voters,  and  the  supply  was  kept  in  perpetual 
flow  from  the  pockets  of  the  people,  through  the 
custom-houses.  No  man  with  a  coat  on  his 
back  but  contributed  to  the  fountain. 

It  is  incredible  what  a  power  of  patronage  may  patron- 
be  maintained  by  a  fund  of  moderate  amoun 
transferred  from  place  to  place.     The  expectance 
or  promise  of  it  is  hardly  less  effective  than  its 
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possession.  To  be  among  those  who  will  have  it 
in  rotation  is  a  privilege  of  no  trifling  value.  —  If 
all  this  embarrassment  and  mischief  could  be 
brought  about  by  the  management  of  the  reve- 
nues and  expenditures  when  they  did  not  ex- 
ceed seventy  million  of  dollars  a  year,  and 
when  the  balances  on  hand  at  any  one  time 
were  not  over  twenty  million,  what  may  we  not 
fear  with  a  revenue  five  times  as  large  and 
current  balances  of  over  one  hundred  and  thirty 
million  ? 

The  same  The  present  management  of  the  Treasury  be- 
repeated  ,  S^118  already  to  repeat  the  methods  and  mischiefs 
that  the  Independent  Treasury  was  designed  to 
correct.  Not  unfrequently  we  see  an  announce- 
ment that  another  of  the  national  banks  has  been 
added  to  the  list  of  depositories  of  the  public 
funds.  To  suppose  that  there  is  no  competition 
for  the  custody  of  these  funds,  that  no  influence 
of  important  persons  is  exerted  to  obtain  them, 
and  that  nothing  is  paid  as  a  consideration  for 
such  services,  is  to  place  human  nature  higher 
than  its  desert  in  the  scale  of  morality.  There 
is  then  but  one  conclusion  that  we  can  arrive  at, 
viz.  :  that  the  method  of  management  which 
admits  of  such  abuses  ought  not  to  exist  a  single 
day,  if  another  can  be  devised  which  will  afford 
protection  against  them. 


ana  una-      ^j]_  the  evils  described  in  the  foregoing  section 

voidable  '    .   & 

on  the     must  be  quickened  and  aggravated,  in  propor- 

Pi2f  nt     ^on  *°  ^e  rapidity  °f  liquidation  ;  for  rapidity 

of  liquidation  means  high  taxation,  and  high 

taxation   accumulates   heavy   balances   in  the 

Treasury. 
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Secretary  McCulloch  is  himself  sensibly  alive 
to  the  perils  of  the  case.  In  speaking  of  the  debt, 
he  says  "Its  influences  are  anti-republican.  It 
adds  to  the  power  of  the  Executive  by  increasing 
the  Federal  patronage.  It  is  dangerous  to  the 
public  virtue  because  it  involves  the  collection 
and  disbursement  of  vast  sums  of  money,  and 
renders  rigid  national  economy  almost  imprac- 
ticable." (Report  for  1865,  p.  16.) 

But  collection  and  disbursement  on  a  large  The  bal- 
scale  must  necessarily  go  on.  The  amount  of 
annual  revenue  required  to  pay  the  ordinary 
expenses  of  the  Government,  and  to  carry  liquida- 
tion forward,  can  hardly  fall  below  three  hundred 
million  for  a  number  of  years  to  come.  This  vast 
sum  is  to  be  handled  in  the  collection  and  again 
handled  in  the  disbursements,  which  makes  six 
hundred  million  a  year  to  be  passed  through  the 
accounts  of  the  Treasury  Department.  Its  bal- 
ances are  to  rest  in  transit  with  the  favored  depos- 
itories, forming  in  our  large  cities,  funds  for 
speculation  on  the  stock  exchange,  to  tempt  and 
involve  with  them  the  funds  of  commerce,  to 
sharpen  the  appetite  for  gambling,  and  to  demor- 
alize the  markets.  If  we  may  take  the  balances 
which  have  been  recently  maintained  in  the 
Treasury  as  our  guide,  we  may  estimate  the  per- 
manent capital  that  will  be  devoted  to  this  busi- 
ness at  from  one  hundred  and  fifty  to  two  hun- 
dred million  of  dollars  ;  for  to  the  regular  bal- 
ances of  the  Treasury  must  be  added  the  current 
accumulations  in  the  hands  of  the  tax-receivers, 
and  innumerable  branch  funds  such  as  are 
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always  connected  with  a  great  financial  system. 
The  extent  of  dealings  that  this  capital  is  capable 
of  supporting  may  be  vaguely  estimated  at  ten 
times  its  face — that  is,  at  two  thousand  million  of 
dollars,  a  margin  only  of  ten  per  cent,  being 
necessary  to  carry  uan  operation." 
They  are  What  then  is  this  method  ?  It  is  neither  more 
gambling. nor  ^es3  ^an  scraping  over  the  whole  surface  of 
labor,  industry  and  lawful  trade,  to  amass  an 
immense  fund  for  the  use  of  speculators  and 
gamblers :  injuring  every  legitimate  business  not 
merely  to  the  extent  of  the  capital  permanently 
withheld  from  productive  uses,  but  to  the  gen- 
eral corruption  of  the  morals  of  society.  In  this 
action,  the  government  is  an  agent  for  getting  the 
money  of  the  people  to  injure  the  people.  And 
the  fact  is  particularly  deserving  of  notice  that 
the  fund  is  permanent,  not  transient  or  incidental ; 
for  there  is  a  natural  motive  created  by  its  own 
force  and  influence  to  maintain  its  level,  which  is, 
to  maintain  its  profits.  If  the  supply  falls  off, 
the  disbursements  will  be  arrested,  as  surely  as 
human  passions  govern  human  nature.  The 
words  of  the  Secretary  of  the  Treasury  are  not 
too  emphatic :  "It  (the  financial  system)  is  dan- 
gerous to  the  public  virtue.  *  *  and  renders 
rigid  national  economy  almost  impracticable." 

The  pur-  The  purchase  of  the  public  bonds  by  the 
bonds  °by  Treasury  Department  is  the  function  that  would 
the  Secre  most  directly  surround  it  with  the  practices  of 

taryofthe  ,. 

Treasury,  corruption. 

Under  the  law  as  it  now  stands,  the  Secretary 
himself  would  be  the  gigantic  stockdealer  of  the 
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world,  and  his  bureau  the  carcass  to  attract  vul- 
tures from  every  part  of  it.  During  the  first  year 
of  the  liquidation  he  would  "be  obliged  to  pur- 
chase thirty-eight  million  in  bonds;  forty  mil- 
lion in  the  second  year  ;  forty -three  million  in 
the  third,  and  so  forth,  increasing  in  arithmetical 
progression.  In  the  tenth  year  the  amount 
would  reach  sixty-four  million  ;  in  the  eight- 
eenth year  it  would  exceed  one  hundred  million, 
and  in  the  twenty-eighth,  it  would  approach  near 
the  double  of  that  sum. 

A  Secretary  of  the  Treasury  holding  office  for  The  same, 
the  first  term  of  four  years  under  this  scale  would 
be  the  purchaser  of  one  hundred  and  sixty-six 
million  of  bonds ;  and  if  he  should  retain  his 
place  for  a  second  term,  of  three  hundred  and 
seventy-six  million.  His  successor  would  be 
obliged  to  redeem  near  six  hundred  million  in  a 
term  of  eight  years  ;  and,  in  the  following  term, 
the  amount  would  rise  to  near  a  thousand  mil- 
lion. 

The  purchase  would  be  compulsory  on  the  TheTreas- 
part  of  the  Secretary.     He  dare  not  stop,  because  ^^,for" 
the  accumulation  of  funds  in  the  Treasury  would  itself. 
paralyze  all  the  markets.     The  jobbers  would 
assail  him  on  every  side.     He  would  doubtless 
find  it  easier  to  be  their  victim  than  to  defeat 
their  combinations.     Nor  might  he  successfully 
oppose  his  scruples  or  his  oath  to  the  importuni- 
ties of  the  men  who  placed  him  in  his  office.    He 
could  not  feel  secure  of  the  incorruptibility  of  his 
numerous  subordinates.     And  what  would  a  seat 
in  Congress  be  worth,  with  its  privilege  of  access 
to  the  private  closets  of  his  bureau  ?    Nay,  what 
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merits  in  a  candidate  for  the  Presidency  would 
outweigh  the  pledges  of  an  open  ear  to  the  mem- 
bers of  a  nominating  convention  ?  *  Cabinet 
ministers,  judges,  and  senators  are  made  of  the 
same  mould  as  other  men.  All  the  sources  of 
power  and  of  legislation  would  be  assailed  by 
the  vast  bribe.  Instead  of  deliberation  and 
study  over  the  interests  of  the  country,  schemes 
and  plots  and  intrigues  would  be  the  prevailing 
fashion. 


thTfori  ^U  tlle  a^uses  and  dangers  growing  out  of  the 
going  accumulation  of  heavy  balances  in  the  Treasury 
bTavoTd-7  may  ^e  a  voided  under  the  system  of  gradual 
ed.  liquidation.  As  the  money  accrues,  it  should  be 
applied  immediately  to  the  purchase  of  bonds  in 
open  market.  Not  a  single  million  ought  to  be 
kept  on  hand.  The  constant  application  of  the 
collections  in  this  manner  would  restore  to  trade 
and  industry  the  capital  withdrawn  by  taxation, 
and  save  interest,  while  at  no  time  would  the 
purchases  be  large  enough  to  affect  the  quota- 
tions of  the  market,  or  to  tempt  the  formation  of 
cliques  to  extort  an  undue  price  from  the  Govern- 
ment. The  annual  report  of  the  Secretary  ought 
to  contain  a  statement  of  the  purchases  with  the 
date  thereof,  and  it  would  then  be  discoverable 
by  comparison  with  the  public  sales,  if  any 
officer  of  the  Treasury  Department  derived  profit 
from  the  transaction. 


The  mar  Another  advantage  of  the  gradual  method  is, 
choice t  of tliat  tlle  Secretary  would  always  be  a  voluntary, 
the  Secre-  and  never  a  forced  purchaser,  as  he  must  neces 


LIQUIDATION  OF  THE  DEBT.  113 

sarijy  "be  under  the  concentrated  scale.  This  is 
a  matter  of  the  first  importance.  It  puts  the 
market  at  the  choice  of  the  Secretary,  instead  of 
putting  him  at  the  mercy  of  the  market  ;  and  as 
the  process  will  finally  include  the  purchase  of 
the  whole  twenty-seven  hundred  million  of 
national  bonds,  it  may  readily  be  conceived  that 
a  great  saving  wiil  be  the  result. 

The  gradual  plan  of  liquidation  could  not  be 
carried  into  complete  effect  without  an  entire 
reorganization  of  the  debt.  Mr.  McCulloch  says 
in  his  Eeport  for  1865,  p.  22  : 

"  When  the  whole  debt  shall  be  put  in  such  a 
form  that  the  interest  only  can  be  demanded 
until  the  Government  shall  be  in  a  condition  to 
pay  the  principal,  it  can  be  easily  managed." 

This  is  doubtless  correct ;  but  the  plan  of  the  intermin- 
Honorable  Secretary,  so  far  as  it  contemplates  g^^ties 
the  refunding  of  the  debt  for  a  specific  term  of  become 
years,  does  not  accord  with  it.     The  only  way  to  nec< 
secure  this  result  is,  to  adopt  the  system  of  inter- 
minable securities,  and  to  consolidate  all  the 
different  kinds  in  one  rate.     This  would  get  rid 
of  the  necessity  of  refunding,  which  would  be 
sure  to  come,  in  case  of  war  or  some  other  con- 
tingencies from  which  no  great  State  was  ever 
exempt.     Refunding  is  a  needless  expense,    to 
say  no  more.     All  capitalists  would  be  better 
satisfied  with  an  interminable  bond  than  with 
one  made  payable  at  a  certain  time,  and  yet  not 
sure  to  be  redeemed  at  that  time. 

The  feature  of  interminability  in  the  bond  is  % 
necessary  to  the  operation  of  the  gradual  scale 
of  redemption. 
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The  prize     It  is  one  of  the  dangers  most  to  be  feared — more 
cai  Seen-  than  that  of  war,  and  of  worse  augury  for  the 
dancy.      perpetuity  of  republican  government,   that  so 
tempting  a  prize  as  the  discretionary  management 
of  our  national  revenue  is  offered  once  every  four 
years  to  the  party  that  may  prevail  in  the  elec- 
tions.    For  the  term  including  the  eight  years  at 
the  end  of  Mr.  McCulloch's  scale,  that  prize  is 
the  business  of  purchasing  more  than  twelve  hun- 
dred million  of  the  public  bonds,  in  addition  to 
all  the  official  patronage  of  the  Government. 
The  gov-     It  is  well  known  that  the  practice  of  candidates 
interfer-    is  to  pledge  in  advance,  contingently  on  success, 
ing  in  the  every  office  and  immunity  that  exists  or  may  be 

elections.  J 

created,  and  that  the  same  place  is  generally 
pledged  to  many  different  clients.  "We  have  seen 
national  elections  carried  by  this  process,  when 
the  "  spoils"  to  be  distributed  did  not  reach  the 
tenth  part  of  their  present  magnitude. 

A  late  letter  written  by  the  Hon.  Gideon  Wells, 
Secretary  of  the  Navy,  in  answer  to  the  request  of 
a  displaced  officer  of  the  government  to  be  in- 
formed whether  his  removal  was  for  cause,  un- 
blushingly  announced  it  as  the  policy  of  the 
Executive  to  retain  in  office  those  only  whose 
opinions  are  in  accord  with  the  administration. 
ThePresi-     This  is,  in  fact,  nothing  less  than  a  promulga- 
nouncer  tion  bv  the  President  of  the  United  States,  in  his 
the  rule  of  official  capacity,  of  the  most  corrupting  and  infa- 
tio^for"  moils  appeal  ever  put  forth  by  a  political  party 
difference  in    any  country — "to  the    victors    belong    the 
*l  spoils."     When  we  see  it  openly  assumed  by  the 
chief  officers  of  the  Government,  it  cannot  be 


LIQUIDATION   OF   THE  DEBT.  115 

deemed  an  unnecessary  precaution  to  provide  by 
special  law  for  the  administration  of  the  revenue, 
and  to  leave  as  small  a  remainder  as  possible  to 
the  uses  of  bribery. 

The  history  of  our  public  finances  during  the  Private 
rebellion  will  not  justify  any  abatement  of  the  stolen68 
foregoing  picture  of  evils  to  be  apprehended  in 
connection  with  such  a  large  and  impetuous 
volume  of  affairs  as  must  necessarily  attend  the 
plan  of  liquidation  proposed  by  Mr.  McCulloch. 
It  is  true  our  Treasury  managers  were  inexpe- 
rienced, their  labors  were  great  and  spread  over 
a  territory  so  wide  that  it  was  extremely  difficult 
to  exert  an  effective  control  over  them.  The  ex. 
penditures  might  be  expected  to  exceed  somewhat 
their  just  limits,  and  liberal  allowance  ought  to 
be  made  for  losses  and  disasters  ;  but  their  total 
swelled  to  proportions  unexampled  in  the  history 
of  war.  Thousands  of  persons,  the  reputable  as 
well  as  the  bad,  including  officers  of  every  rank 
both  in  civil  and  military  life,  and  in  all  branches 
of  the  Government,  legislative,  judicial,  and  ex- 
ecutive, are  known  to  have  acquired  immense 
fortunes,  exceeding  by  twenty  or  fifty  times  the 
legitimate  rewards  of  their  service.  Heads  of 
bureaus,  cabinet  ministers  and  their  relatives, 
generals,  quartermasters,  commissaries,  stock- 
dealers  and  contractors,  who  before  the  war 
possessed  next  to  nothing,  are  now  in  the  enjoy- 
ment of  incomes  which  may  without  exaggera- 
tion be  described  as  princely.  It  is  a  fitting 
climax  to  this  scandalous  record  that  the  im- 
punity of  the  most  infamous  peculators  is  guar 
antied  by  the  complicity  of  men  who  are  held  in 
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high  esteem  in  every  circle  of  society ;  and  that 
at  least  a  fourth  of  our  entire  national  debt  has 
"been  made  up  by  fraud  and  embezzlement. 

The  chief  advantages  of  the  gradual  scale  of 
liquidation  are : 

Gradual  i.  It  starts  with  an  immediate  reduction  of 
tion1  *  the  direct  taxes  from  three  hundred  and  Jifty- 
reduces  seven  millions  of  dollars  to  one  hundred  and 

the  taxes* 

seventy -two  millions,  or  to  less  than  one  half  of 
their  present  amount. 

allows  the     2.  It  organizes  a  system  of  taxation  by  which 
the  rates  diminish  inversely  as  the  ability  of  the 
people  to  pay  them  increases,  so  that  the  sensible 
burden  of  the  debt  must  become  lighter  year  by 
year;  and  it  secures  a  continuous  process  of 
reduction  in  the  amount  of  taxes,  by  given  terms, 
until  the  whole  debt  is  extinguished, 
reduces        3.  It  reduces  the  volume  of  the  public  finances 
umeVof     to  its  most  manageable  and  most  economical  pro- 
the  finan-  portions,  in  which  it  becomes  intelligible  to  the 
people,  and  controllable  by  them.     In  its  lowest 
practicable  dimensions,  this  volume    is  a  vast 
weight  and  power,  which  by  unwise  or  improper 
use,  may  cause  the  most  injurious  disturbance  to 
commerce,* and  consequently  to  all  productive 
and  industrial  labors.     The  greater  therefore  is 
the  necessity  of  directing  it  by  a  settled  system, 
instead  of  leaving  it  open  to  be  handled  by 
political  majorities — or  what  is  worse,  by  the 
executive  officers  of  the  Government, 
makes  the     4.  By  this  scale,  the  people  can  always  follow 
intefiigi-  an<^  understand  the  progress  of  liquidation.     If 
bie;         the  taxes  do  not  steadily  diminish,  it  will  be 
because  of  some  new  debt  brought  about   by 
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extravagance  or  mismanagement.  While  the 
nation  is  at  peace,  there  can  be  no  justifiable 
increase  of  debt,  under  this  system,  without  the 
approval  and  participation  of  the  people. 

5.  It  limits  the  entire  direct  taxation  of  the  limits 
country  to  provision  for  a  specific  purpose.     The  J^pecmc 
ordinary  expenditures  of  the  Government  being  purposes ; 
supplied  by  import  duties,   it  practically  pro- 
hibits any  increase  of  the  taxes  for  other  pur 
poses. 

6.  It  withdraws  from  production  and  industry  does  not 
of  our  bond  currency  capital,  year  by  year,  so  ^^[1^- 
small  a  proportion  of  the  whole,  that  the  sub-juriously; 
stitution  of  other  capital  may  go  on  insensibly, 

or,  otherwise,  the  markets  will  gradually  adjust 
themselves  to  the  diminution  without  any  specu- 
lative influence  on  prices,  aud  without  prejudice 
to  the  general  interests  of  the  country. 

7.  It  shuts  off  all  jobbing  in  the  public  secu-  shuts  off 
rities  by  the  officers  of  the  Government ;  and  may  J^ing> 
be  so  conducted  as  to  do  away  entirely  with  the 
accumulation  and  retention  of  heavy  balances  in 

the  Treasury. 

8.  It  assures  the  uninterrupted  payment  of  the  makes  the 
interest  on  the  public  bonds,  under  all  circum-  £* ^en1 
stances.     The  yearly  reserves  allowed  by  thisyeari7 
scale,  will  be  sufficient  to  meet  the  extraordinary  certain ; 
expenditures  of  war,  even  if  they  should  equal 

those  of  the  rebellion,  without  trenching  on  the 
specific  revenue  which  it  provides  for  the  interest. 

9.  It  would  give  such  a  character  of  commer-  improves 
cial  stability  to  the  bonds  as  to  cause  them  to  $  thceredit 
approximate  to  the  standard  of  gold,  and  would  bonds; 
thus  by  the  great  weight  of  the  mass  of  them  in 
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our  financial  system,  push  it  rapidly  towards  the 
condition  of  specie  payments.  For  the  same 
reason  the  mass  of  the  bonds,  composing  so  large 
a  proportion  of  the  general  credit,  would  act  as  a 
balance  to  the  system,  and  moderate,  if  not 
prevent  in  a  great  measure,  those  extreme  agita- 
tions of  the  market  which  not  unfrequently  ter- 
minate in  panic. 

reduces        10.  It  would  reduce  the  executive  patronage 
]£veeexec£much  below  its  present  proportions,  and  by  so 
tronage ;  doing  set  bounds  to  the  most  fruitful  source  of 
political  corruption  connected  with  the  Govern- 
ment.    It  would  disband  a  formidable  army  of 
assessors,  collectors,  clerks,  agents  and  detective 
officers  ;  abate  felonies  and  law-suits  ;   abolish 
thousands  of  sinecures,  and  narrow  the  field  of 
peculation. 

takes  the     U-  ^  would  take  the  debt  out  of  the  power  of 
finances    party  majorities  in  Congress,  and  put  at  rest  ttie 

out  of  the  i  /.  -x    T   x  •      4/u 

power  of  tears  of  capitalists  as  to  any  changes  in  the  rate 
poiiti-      Of  interest  or  otherwise,  that  might  lessen  the 

cians ; 

value  of  their  investment.     In  a  word,  it  would 
give  a  fixed  and  permanent  organization  to  the 
debt,  instead  of  the  loose,  transient,  and  condi- 
tional features  by  which  it  is  now  characterized, 
and  clears     12-  Finally,  it  would  bring  the  debt  within  the 
away  the  knowledge  and  the  power  of  the  people.     The 

obscurity  °  ••,.•-    -u    •  L  \,T   -L    J 

of  the  system  of  administering  it,  being  established,  and 
debt-  not  subject  to  change,  would  gradually  become 
familiar  to  the  popular. mind.  All  the  obscurity 
and  difficulty  that  now  surround  it  would  vanish. 
The  people  would  see  and  feel  the  great  burden 
every  day,  growing  less  and  less.  If  the  process 
should  stop,  if  a  single  one  of  the  annual  steps  of 
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reduction  should  fail,  their  vigilance  would  detect 
it.  They  could  not  be  deceived  by  a  mass  of 
figures,  nor  by  stories  about  the  "  public  neces- 
sity" or  the  " public  honor" ;  for  they  themselves 
would  be  the  judges  of  the  one  and  the  keepers 
of  the  other.  But  with  the  administration  of  the 
debt  as  it  now  is,  regulated  by  no  system,  having 
no  settled  rules,  at  the  mercy  of  politicians  or  of 
lazy  dignitaries  too  old  to  learn,  and  too  con- 
ceited to  believe  it  possible  that  they  can  ever  go 
wrong,  no  vigilance  of  the  people  can  save  the 
country  from  perpetual  broils  in  finance,  from 
distress  at  all  the  centres  of  capital,  from  panic 
and  shocks  of  insolvency. 

The  plan  of  liquidation  known  as  a  u  Sinking  Plan     of 
Fund,"  and  which  yet  has  some  advocates  in  the  ^|  p^' 
United  States,  was  formerly  held  in  high  esteem  ; 
but  it  has  a  very  small  power  of  useful  applica- 
tion.    The  only  service  it  can  render  is  to  unite 
in  one  sum  the  residues  of  other  funds  which  are 
separately  too  trifling  for  a  productive  invest- 
ment ;  and  which,  if  left  at  loose  ends  might  be 
stolen  or  squandered. 

Nothing  is  more  extraordinary  in  financial  his-  HOW     it 
tory  than  the  delusion  which  long  possessed  the  has  failed- 
minds  of  some  leading  statesmen  and  economists 
in  Europe  with  respect  to  the  capacities  of  the 
"  Sinking  Fund."     They  seemed  to  believe  that 
there  was  some  peculiar  virtue  of  increase  in  a 
sum  of  remainders  that  did  not  belong  to  an 
original  total  of  the  same  amount — that  it  could 
be  made  to  grow  by  compound  interest,  and  in 
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some  marvellous  way  far  outstrip  the  ordinary 
steps  of  accumulation.  But  these  dreams  were 
never  realized.  In  the  first  place  there  could  be 
no  increase  beyond  simple  interest.  In  the  sec- 
ond place  that  increase  was  impaired  by  just  the 
expenses  necessary  to  manage  the  fund.  In  the 
third  place  the  fund  being  in  hand  when  a  press- 
ing contingency  arose,  it  was  easier  to  appropriate 
it  than  to  raise  a  new  loan.  Nothing  could 
guarantee  it  against  such  diversion,  because  the 
legislature  might  repeal  as  well  as  enact  laws. 
The  Brit-  The  successive  " Sinking  Funds"  organized  to 
£gF^d;  extinguish  the  British  debt  were  completely  nul- 
'  lined  by  these  contingencies.  They  not  only 
failed  of  their  object,  but  were  turned  to  increase 
the  debt,  being  seized  to  carry  on  wars  which 
would  have  been  discouraged  and  might  have 
been  prevented,  if  no  such  fund  had  existed,  and 
if  new  taxes  or  loans  had  been  required  to  con- 
duct them. 

and  why  The  absurdity  of  taxing  the  people  to  raise  a 
abandon*8  fund  which  could  not  be  invested  at  more  than 
^  simple  interest,  loading  it  with  commissions,  sala- 

ries, rent,  printing,  and  so  forth,  and  then  look- 
ing for  something  mighty  to  grow  out  of  it,  was 
finally  recognized,  and  the  British  parliament 
finished  the  experiment  by  declaring  that  "for 
the  future  the  amount  of  the  Sinking  Fund 
should  be  the  actual  surplus  of  the  revenue 
above  expenditure."  This  reduced  the  measure 
to  its  proper  service  of  combining  unfruitful  re- 
mainders, saving  them  from  dispersion,  and  get- 
ting a  little  interest  out  of  them,  which  otherwise 
would  be  lost. 
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We  ought  to  be  instructed  by  the  fact  that  the  Complete 
only  "sinking"  ever  accomplished  by  the  SJnkr'Jf^S^ 
ing  Fund  of  the  British  treasury  was  the  sinking  Sinking 
of  British  credit.     As  a  measure  of  liquidation  it 
is  a  complete  delusion.     Besides  the  expenses  of 
conducting  it,  and  the  chances  of  its  diversion, 
it  invites  needless  or  larger  appropriations.     Ev- 
ery dollar  in  its  keeping  yields  less  interest  than 
a  dollar  in  private  hands,  and  the  general  econo- 
my suffers  in  proportion.     It  would  add  another 
bureau  to  our  Treasury  department,  and  a  very 
unnecessary  complication  to  the  accounts.     On 
the  theory  of  its  advocates,  the  first  step  required 
to  give  it  efficiency,  is  to  increase  the  taxation  to 
something  more  than  the  interest  on  the  debt; 
and  this  is  to  be  carried  on  from  year  to  year, 
and  with  every  other  addition,  invested  in  some 
productive  securities.     It  is  not  to  be  presumed 
that  any  other  securities  than  those  of  the  gov- 
ernment would  be  selected  for  such  investment, 
and  these  must  be  purchased  at  the  market  rate. 
The  farce  is  too  transparent  to  need  further  ex 
posure.     It  resolves  itself  into  borrowing  money 
to  pay  borrowed  money,  and  increasing  the  debt 
by  the  amount  of  expenses  incurred  for  the  trans- 
action of  the  business.    Besides,  in  practice,  it  is 
nothing  less  than  the   sequestration  .of  capital 
from  employments  where  its  profits  are  those  of 
productive  labor,  manufacturing,  and  material 
development  generally,  and  putting  it  where  it 
cannot  possibly  earn  so  much  net  as  simple  in- 
terest.   If  there  is  any  profit  in  a  Sinking  Fund 
as  a  measure  of  liquidation,  it  would  be  profit- 
able to  organize  another  Sinking  Fund  to  help 
the  Sinking  Fund. 
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The  first  The  first  rule  of  practical  economy  in  the  ap- 
econom°f  Pluince  of  means  or  power  to  any  purpose,  is,  to 
expend  no  more  of  either  than  is  necessary  to 
accomplish  it.  To  expend  more,  is  waste,  or  in- 
jury, because  whatever  excess  there  is,  in  any 
case,  might  be  applied  to  do  something  addi- 
tional, which,  left  undone  would  be  a  loss.  So 
simple  a  rule  as  this  commands  immediate  and 
universal  assent.  It  is  in  effect,  but  a  repetition 
of  that  on  which  the  gradual  scale  of  liquidation 
is  based. 

Action  of  The  action  of  the  constant  of  payment  as- 
sent con*sumed,  viz.,  ten  million  of  dollars,  accomplishes 
the  purpose  of  redeeming  our  national  debt  ;  and 
although  a  smaller  amount  would  answer,  it 
would  take  a  longer  time,  and  seem  inefficient. 
The  people  do  not  desire  that  the  process  of  pay- 
ment shall  lag,  but  that  it  shall  go  on  by  steps 
which  they  can  appreciate  ;  and  since  the  con- 
stant of  ten  million  secures  this  result,  any 
greater  sum  would  be  an  unnecessary  draft  on 
their  means. 

Reserved       This  argument  appeals  to  a  common  sentiment 
rights      jn  the  human  mind  founded  on  the  perception  of 


taxation,  individual  and  social  rights.  The  government  is 
authorized  to  take  from  the  individual  what  is 
needful  for  the  common  good.  Each  then  has  a 
positive  right  adverse  to  the  other.  From  this 
proposition  follow  the  most  important  conclu- 
sions. It  becomes  the  duty  of  the  individual  to 
pay  a  necessary  tax,  but  it  is  a  social  right  to  re- 
sist an  unnecessary  tax,  What  is  necessary,  in 
the  connection,  is  just  ;  and  hence  the  payment 
of  a  necessary  tax  is  a  moral  as  well  as  a  civil 
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act.     No  honest  man  will  attempt  to  evade  it. 
But  the  obligation  becomes  less  binding,   and 
loses  its  moral  character,  in  proportion  as  the  tax 
exceeds  necessity  and  grows  to  be  oppressive  ; 
and  this  is  a  source  of  the  sentiment  of  repudi- 
ation, which,  far  from  being  the  fruit  of  igno- 
rance only,  or  a  mere  atrocity,  has  its  roots  in  the 
natural  soil  of  the  mind  among  profound  ideas  of 
justice  and  moral  right.     We  have  but.to  point  The  great 
to  England,  and  to  all  the  great  continental  na-  ^£*pe  of 
tions  of  Europe  whose  debts  are  confessedly  irre-  actually 
deemable,  and  where  repudiation  as  a  fact  has  T^uc 
reached  such  proportions  that  it  governs  finance 
and  economy,  and  is  the  acknowledged  state  pol- 
icy— we  have  but  to  point  to  the  example  afford- 
ed Tby  these  countries,  to  justify  our  fears  of  the 
consequences  of  maintaining  the  present  volume 
of  taxation,  which,  as  we  have  shown,  is  about 
double  the  necessary  requirement  for  the  extinc- 
tion of  the  public  debt ;  and  to  justify  also  a 
warning  to  the  country,  that  there  is  a  serious 
danger  connected  with  this  subject,  in  spite  of  all 
the  boastings  of  inexhaustible  resources  so  confi- 
dently put  forth  in  the  successive  reports  of  the 
Treasury  Department. 

The  elementary  idea  of  the  "  Funding  Sys-  TheFund- 
tem,"  by  which,  in  its  proper  use,  immeasurable  ™^  ^" 
advantages  are  secured  to  the  people,  is  nothing  tains  the 
less  than  repudiation.  It  is  an  agreement  to 
off  indefinitely  the  extinction  of  the  principal  of 
a  debt  on  condition  of  paying  the  interest  only. 
In  the  example  of  Great  Britain  and  other  coun- 
tries, in  all  of  which  it  was  doubtless  the  inten- 
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tion  at  the  time  of  contracting  debt  to  redeem  it 
honorably,  repudiation  has  followed  on  the  mere 
continuance  of  the  agreement  without  any  change 
whatever  in  its  nature.*  The  germ  of  repudia- 
tion is  therefore  natural  to  the  case  ;  and  the 
full  development  of  it  may  be  a  matter,  either  of 
such  contingencies  as  have  befallen  Great  Britain, 
as  frequent  wars,  and  the  necessity  of  costly  mili- 
tary establishments  at  all  times,  or  simply  of 
mismanagement  in  the  finances. 

Abundant     In  the  material  resources,  only,  of  a  country 
no80U^uar-  there  is  no  certain  security  against  repudiation  ; 
antee       or  against  perpetual  taxation,  which  is  the  same 
jfrpetual  thing.     However  large,  they  may  be  diverted  or 
taxation,  dissipated.     Plenty  fosters  extravagance  and  in- 
vites plunder,  in  public  even  more  than  in  private 
affairs.     The  history  of  national  debts  shows  that 
they  have  increased  most  rapidly  on  superabund- 
ant resources,  while  they  have  been  restrained 
by  scant  or  uncertain  incomes — for  reasons  plain 
enough :  credit  is  easily  obtained  in  the  one  case, 
and  sure  to  be  denied  in  the  other. 

Repudia-  Repudiation  of  debt,  is  therefore  not  so  impos- 
urS  right  sible>  that  we  are  justified  in  treating  it  with  con- 
of  society  tempt.  It  is  not,  per  se,  as  it  has  been  generally 

under  ,  n  ,,     . 

some  cir-  characterized,  under  all  circumstances,  an  extrm- 
cumstan-  siCj  unnatural  and  totally  unjust  measure,  indic- 
ative of  a  low  state  of  public  morals,  or  of  that 
social  anarchy  which  precedes  national  dissolu- 

*  Adam  Smith  says  (1776) — "  the  enormous  debts  which  oppress, 
and  will  in  the  long  run  probably  ruin  all  the  great  nations  of 
Europe,"  &c.  The  debt  of  Great  Britain  was  at  that  time  less 
than  one-sixth  of  its  present  amount. 
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tion.  It  may,  on  the  contrary,  be  a  proof  of  social 
vigor — an  evidence  of  the  sense  of  individual 
right  in  the  popular  mind — an  assertion  of  the 
claims  of  labor  against  a  system  of  grinding 
oppression,  such  as  the  workingman  of  Great 
Britain  is  subject  to  in  the  present  day,  and 
which  it  is  considered  highly  patriotic  to  resist.* 

It  is  the  theory  of  government  in  the  United  ? 
States  that  the  people  never  lose  the  right  of  re-  "ever 
pairing  their  own  grievances  ;  and  it  is  of  no  con- 
sequence  whether  these  consist  in  the  direct  sway 
of  usurped  power,  or  in  any  other  kind  of  public 
outrage.  Of  all  injuries  that  a  government  can 
inflict  on  the  people,  the  oppression  of  labor  by 
excessive  taxation  is  the  most  vexatious,  the 
hardest  to  be  borne,  and  the  surest  to  excite  the 
passions  of  a  multitude  to  blind  fanaticism. 

There  is  sufficient  reason  why  the  Federal  gov-  state  and 
ernment  should  remit  the  rigor  of  taxation,  .in  the  £j^r 
fact  that  our  national  debt  is  only  a  part,  and  debts   an 
perhaps,  not  the  larger  part  of  the  whole  mass  of  reason*  for 
debt  on  which  the  people  are  obliged  to  pay  relaxing 
taxes.     The  several  states  have  their  debts,  and ta 
likewise  the  smaller  municipalities.     All  our  chief 
cities  and  towns,   where  wealth  and  property 

0  The  Hon.  Thomas  Hughes,  M.  P.,  in  a  letter  to  the  New  York 
Tribune,  published  October  17,  1866,  describes  a  new  system  of 
partnership  labor  adopted  by  Messrs.  Briggs  &  Son,  large  coal 
owners  in  Yorkshire,  Eng.,  which  gives  the  workmen  a  share  of 
the  profits  The  mines  had  been  very  unprofitable ;  but  the  first 
year  of  the  co-operative  plan  yielded  such  good  results  as  to 
re  establish  the  investment.  Mr.  Hughes  adds — "  I  have  long  been 
convinced  that  England  had  to  solve  this  labor  problem  in  this 
generation,  or  go  down  ;  and  after  many  breakdowns  in  past 
years,  I  do  believe  she  is  at  last  in  the  right  groove  and  the  right 
humor.  It  is  not  a  moment  too  soon.  I  only  pray  that  it  may 
not  be  even  now  too  late." 
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most  accumulate,  and  where  the  national  tax 
falls  heaviest,  have  their  local  debts.  The  ex- 
penses of  cities  like  New  York,  Philadelphia, 
Boston,  Cincinnati,  Baltimore  and  many  others, 
are  much  increased  by  being  made  the  head- 
quarters of  the  convict  classes  of  the  whole  coun- 
try. They  are  centres  of  vast  works,  the  benefit 
of  which  spreads  far  beyond  their  own  limits  ;  of 
educational  institutions,  and  of  a  thousand  shapes 
of  endowment  for  the  common  good.  The  in- 
jury sustained  by  them  from  excessive  taxation 
is  a  general  injury. 

Present        But  in  the  Southern  states  especially,  where 
collectible  the  waste  of  war  is  to  be  repaired,  where  the 
in       the  great  labors  of  the  people  have  been  interrupted 
for  the  six  last  years,  and  where  all  kinds  of  in- 
dustry have  been  well  nigh  destroyed,  it  would 
be  a  mere  farce  to  attempt  the  collection  of  the 
present  rates. 

inequaii-  It  is  to  be  observed,  also,  that  a  very  unequal 
SGI?  ^xa~  share  of  the  common  burden  must  be  borne  by 
the  North,  until  the  South  recovers  her  normal 
powers  of  production.  We  may  presume  that 
ten  years,  at  least,  will  pass  before  this  desirable 
result  can  be  attained.  The  scale  of  Mr.  McCul- 
loch  requires  that  five  hundred  million  of  capi- 
tal shall  be  withdrawn  from  employment  within 
that  period  and  applied  to  the  extinction  of  the 
debt,  while  the  gradual  scale  demands  that  but 
one  hundred  and  thirty-two  million  of  dollars 
shall  be  withdrawn  in  the  same  time. 

Necessary 

theabi°ndJ     To  Set  ricl  of  the  evils  and  economical  mis- 
pendent    chiefs  of  keeping  large  balances  on  hand,  it  will 

Treasury. 
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"be  necessary  to  abandon  the  "Independent  Treas- 
ury" scheme  of  management.  The  purchase  of 
bonds  as  proposed  under  the  gradual  plan  of 
liquidation  would  dispose  of  more  than  half  the 
accumulations ;  and  since  the  National  banks 
have  been  jmade  legal  depositories  of  the  govern- 
ment funds,  there  is  no  reason  why  the  current 
disbursements  should  not  be  effected  by  their 
agency. 

The  ' '  Independent  Treasury ' '  aggravates  every  it  aggra- 
disadvantage  of  the  public  debt,  increases  the™^8  t]J| 
expenses,  gives  no  special  security  to  custody  debt, 
of  the  funds,  is  a  vast  lever  of  political  corrup- 
tion, a  perpetual  threat  over  the  markets,  and  a 
violation  of  the  first  principles  of  economy.  The 
object  of  it  was  to  take  the  government  deposits 
out  of  the  local  banks,  where  they  were  deemed 
unsafe,  and  where  they  were  loaned  to  commerce, 
and  to  lock  them  up  in  vaults  where  they  could 
not  be  got  at  by  theives,  and  where  they  would 
benefit  nobody.  It  was  designed  to  enforce  a 
complete  separation  of  the  funds  of  the  govern- 
ment from  the  funds  of  commerce.  It  was  then 
made  illegal  to  deposit  any  of  the  public  moneys 
in  the. banks.  But  since  the  banks  are  now 
constituted  legal  depositories  of  the  government, 
the  "Independent  Treasury"  ceases  to  be  a 
necessity,  and  the  only  thing  that  could  ever  be 
said  in  its  defence,  is  thereby  nullified. 

In  order  clearly  to  understand  the  injurious  Taxation 
action  of  this  system  of  finance,  we  must  remem- 
ber  that  taxation  is  the  only  legal  process  ~by 
whicfy  capital  is  ever  abstracted  from  the  com- 
merce and  labors  of  the  country.     It  is  surely 
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enough  that  the  citizen  must  part  with  his  capital. 
There  is  no  justice  in  the  government  interposing 
a  method  of  business  "by  which  he  is  kept  out  of 
it  for  an  unnecessary  time.  On  the  contrary,  it 
ought  to  prefer  that  "by  which  it  would  be  most 
speedily  returned  to  him.  The  "  Independent 
Treasury"  is  purely  a  method  of  sequestration 
by  which  capital  is  restrained  from  production. 
It  is  a  restoration  of  the  practice  of  money  dealers 
centuries  ago,  when  society  was  a  nest  of  rob- 
bers and  a  strong  box  the  only  safe  depository  of 
private  wealth,  and  when  there  was  no  develop- 
ment of  commerce.  In  its  origin  it  was  a  polit- 
ical expedient,  without  the  pretension  of  being 
founded  on  any  law  of  things. 

"  Every   tax,"    says  Adam    Smith  —  and    the 

economists  of   all   countries  agree  with  him  — 

"Every  tax  ought  to  be  so  contrived  as  both  to 

take  out  and  to  keep  out  of  the  pockets  of  the 

people  as  little  as  possible  over  and  above  what 

it  brings  into  the  public  treasury  of  the  State." 

The  inde-     But  the  "Independent  Treasury"  is  contrived 

Treasury  f°r  Jus*  *ne  opposite  purpose.     It  takes  the  capi- 

a  consum  tal  out  of  the  pockets  of  the  people  and  locks  it 

er^o  capi  ^       ^  keeps  continuously  locked  upw  many 

millions  of  capital.      The  accumulations  have 

lately  reached  an  indefinite  range  of  from  one  to 

two  hundred  million  of  dollars.* 

The  pub      The  particular  pertinency  of  this  enquiry  to 
11  8  our  general  purpose  consists  in  this  :    that  with 


*  It  is  nothing  to  the  purpose  to  allege  any  theories  of  the 
consequences  of  selling  the  gold  which  now  accrues  from  cus- 
toms. The  present  treasury  practice  is  founded  on  accident  and 
on  contestable  views  of  expediency. 


treasury. 
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interminable  securities  and  the  gradual  scale  of 
liquidation  which  we  have  proposed,  those  secu- 
rities themselves  become  practically  the  deposit- 
ory of  the  government  balances,  and  by  proper 
registry  of  the  purchases  the  last  possibility  of 
loss  by  theft  or  malversation  of  any  kind,  is  ef- 
fectually shut  off.  The  consequence  must  be,  that 
taxation  will  then  be  reduced  to  its  lightest  bear- 
ings, because  there  is  no  sequestration  of  capital 
from  the  labors  of  the  people,  except  in  its  mere 
transit  through  the  accounts. 

The  favor  with  which  the  u  Independent  Treas-  The  inde- 
ury  "  is  regarded,  is  mostly  a  political  prejudice,  Treasury 
or  the  expression  of  distrust  and  hatred  of  banks,  oppresses 
Some  of  it  is  due  to  a  want  of  information  of  its  & 
practical  bearings,  and  a  good  deal  to  the  fact 
that  it  is  supposed  to  have  "answered  a  whole- 
some end"  for  fifteen  years  past.     During  that 
fifteen  years,  the  financial  liabilities  of  the  country 
have  been  so  small  as  to  require  but  trifling  bal- 
ances in  the  treasury ;  and  the  government  col- 
lected no  taxes.   Now,  and  hereafter,  its  liabilities 
will  be  necessarily  great,  and  taxes  must  be 
collected  to  the  amount  of  hundreds*  of  millions 
annually,  involving  a  ceaseless  drain  of  capital 
from  the  pockets  of  the   people.     This  method 
must  therefore  become,  if  persisted  in,  a  grinding 
oppression  to  the  poor  through  an  aggravation  of 
the  evils  consequent  on  high  taxes. 

The  very  ground  on  which  the  ' '  Independent 
Treasury"  was  chiefly  established — viz.,  that  the 
use  of  the  government  funds  for  commercial  pur- 
poses, by  the  agency  of  the  banks,  contributed 
to  inflate  credit,  itself  contains  the  foregoing  argu- 
6* 
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ment  If  they  did  so,  then  the  sequestration  of 
them  restrained  credit  by  withdrawing  capital. 
Hence  arises  a  series  of  questions  the  full  exami- 
nation of  which  would  lead  us  too  far  from  our 
main  subject,  and  which  we  shall  simply  open 
for  the  sake  of  their  indication. 

What  am     What  are  "  the  government  funds  \  "    Are  they 
not  the  funds  of  commerce  and  labor  ?    Is  not  the 


fu£dt8  an.d  right  to  them  inalienable  from  those  who  produce 
money  ?  everything  that  makes  them  of  any  value  ?  What 
is  "the  government  "  that  it  should  lay  its  hands 
on  this  instrument  of  all  work  from  that  of  the 
hodman  to  that  of  the  ship-owner,  wrest  it  away, 
and  keep  it  abstracted  and  stagnated  in  vaults  ? 
Is  not  "the  government"  the  people?  Has  it 
any  separate  entity  of  its  own,  distinct,  and 
adverse  to  the  people  ?  Is  it  not  the  servant  of 
the  people,  and  "is  the  servant  greater  than  the 
master  ?  "  And  what  is  money  ?  Does  the  mere 
power  to  take  it  give  the  right  to  keep  it  ?  Is  it 
a  thing  of  individual  creation  ? 

it    is    a     "  Money  is  only  yours,"  says  a  famous  finan- 
inSru?n    cier,  "by  the  title  which  gives  you  the  right  of 
ment.       calling  for  it,  and  passing  it  through  your  hands, 
to  satisfy  your  wants  and  your  desires  ;  beyond 
this,  the  use  of  it  belongs  to  your  fellow  citizens, 
and  you  cannot  frustrate  them  of  it,  without 
committing  an  injustice  and  a  state  crime." 
other  ab-     The  operation  of  the  "  Independent  Treasury  " 
is  this  :  It  holds  in  its  chest  one  hundred  million 


depend-    of  capital  taken  out  of  use.     If  the  labors  of  the 

ury  .  "  IS~  country  need  this  capital  to  give  them  their  highest 

efficiency,  then  the  abstraction  of  it  is  an  injury 

to  the  general  economy.     If  they  do  not  need  it, 
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then  the  disbursement  of  it  lowers  the  rate  of 
interest,  encourages  speculation,  and  swells  credit. 

Again,  if  the  labors  of  the  country  are  pinched 
for  the  want  of  the  hundred  million  of  with- 
drawn capital,  the  people  supply  it  in  some  other 
form,  and  then  the  disbursement  gives  a  surplus 
of  capital  which  must  either  swell  the  volume  of 
business  or  swell  the  prices  of  the  market. 

In  all  these  consequences,  those  who  suffer  most  it     sinks 


are  the  people  of  small  means,  and  especially  {J^  a" 
day-  workers.  Large  incomes,  like  large  ships, 
bear  an  additional  burden  without  being  sunk 
perceptibly  deeper  in  the  water,  but  small  in- 
comes, fixed  salaries  and  wages,  like  small  boats, 
are  sunk  under  the  water  by  a  trifling  increase  of 
weight. 

A  necessary  corollary  of  the   "Independent  Repudia- 
Treasury  '  '  system  was  that  all  public  dues  should  credit  by 
be  payable  in  coin,  since  there  was  no  other  cur-  the    s°v- 
rency  but  bank  notes  in  which  payment  could  be  ei 
made  ;  and  the  government  could  not  take  them 
in  accumulation  after  deciding  that  the  banks 
themselves  were  not  trustworthy.     This  repudia- 
tion of  credit  was  not  attended  by  any  sensible 
disadvantage  to  commerce  in  the  limited  volume 
of  public  finance  prior  to  the  war  ;  but  when  the 
necessity  for  loans  came,  it  made  disaster  inevita- 
ble.    The  Secretary  of  the  Treasury  found  a  law 
in  his  way,  forbidding  him  to  use  the  very  instru- 
ment that  he  most  wanted  and  could  not  do  with- 
out —  that  to  which  the  treasury  was  finally  driven 
notwithstanding  the  law,  but  not  until  the  conse- 
quences of  its  repudiation  became  so  serious  as 
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to  make  our  very  national  existence,  for  a  time, 
tremble  in  the  balance.  That  instrument  was  the 
bank  check  which  pays  debts  by  transfer  of  ac- 
count, and  without  the  use  of  coin. 

The  Rule  It  is  the  grand  rule  of  commerce,  and  especially 
merceC°m  of  modern  commerce,  that  the  debits  and  credits 
being  necessarily  and  precisely  equal  in  the  mass, 
offset  each  other,  leaving  only  the  profits,  the 
losses,  and  the  differences  resulting  from  a  redis- 
tribution of  balances,  to  be  adjusted  by  the  pay- 
ment of  an  additional  and  independent  sum.  This 
independent  sum  itself  may  be  paid  by  a  trans- 
fer check  within  the  same  market ;  but  between 
different  markets  is  paid  either  in  coin  or  its  equi- 
valent. 

Com-  Such  was  the  state  of  business  when  the  war  of 

governed  the  rebellion  began.  The  system  of  commerce, 
bynaturai  including  finance,  was  established  according  to 
laws  which  had  been  demonstrated  for  centuries, 
and  which  were  the  laws  of  things.  It  did  not 
consist  of  mere  expedients,  instantly  conceived 
in  the  brains  of  men.  Our  banking  methods 
were  doubtless  imperfect,  but  they  were  the  re- 
sult of  a  system,  and  contained  all  the  powers  of 
commerce  in  the  best  shape  that  experience  had 
been  able  to  give  them. 

The  prime     The  instrument,  then,  that  was  lying  at  the  feet 
mentU0f    of  the  Honorable  Secretary  Chase,  inviting  his 
commerce  grasp — the  instrument  by  which  the  war  was  to 
be  conducted,  was  the  most  perfect  of  its  kind 
that  the  world  had  seen.      It  was,  in  fact,  not 
merely  the  bank  check,  not  merely  a  method  of 
finance  in  its  special  sense,  but  the  rule  of  com- 
merce, which  includes  both.     What  the  managers 
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of  the  Treasury  failed  to  understand  was,  that 
the  business  of  supply  and  disbursement  in  war 
is,  simply,  commerce.  The  task  required  was 
only  to  continue  what  the  country  was  then  en- 
gaged in  carrying  on  —  production,  manufactures, 
and  transport. 

It  ought  to  be  esteemed  an  advantage  when  a  TheTreas- 
great  work  is  to  be  performed,  that  the  means  of  J 
performing  it  are  at  hand  and  fully  organized.  staff- 
But  the  first  steps  of  the  Treasury  were  directed 
to  the  breaking  up  of  those  means  and  to  the  ut- 
ter repudiation  of  ^the  system  of  commerce  by 
which  the  affairs  of*  the  country  had  been  so  suc- 
cessfully managed. 

The  amount  of  gold  and  silver  coin  in  the  banks  Drainage 


of  New  York  was  less  than  fifty  million  of  dol- 
lars.  This  was  the  specie  basis  of  transactions 
amounting  to  thirty  million  of  dollars  a  day, 
continuously.  The  transactions  of  the  Treasury 
did  not  then  reach  the  one  thirtieth  part  of  the 
sum,  and  the  highest  daily  expenditure  of  the  war 
scarcely  exceeded  two  million  a  day.  Inasmuch 
as  the  exchanges  of  the  Clearing  House  have  since 
doubled  in  their  volume,  we  are  now  able  to  per- 
ceive that  their  enlargement  by  the  expenses  of 
the  war  to  the  full  measure  of  the  emergency 
would  not  have  been,  of  itself,  a  sufficient  cause 
to  involve  the  suspension  of  specie  payments. 

That  calamity  was  brought  about  by  the  de- 
mand of  the  Treasury  that  the  loans  should  be 
paid  up  in  coin. 

The  first  loan,  of  fifty  million,  was  negotiated 
on  the  19th  of  August,  1861. 

The  second  loan,  of  fifty  million,  was  negoti- 
ated on  the  1st  of  October. 


134  LIQUIDATION   OF  THE  DEBT. 

The  third  loan,  of  less  than  forty-six  million, 

was  negotiated  on  the  16th  of  November. 

siren  th       These  loans  were  paid  up  gradually,  a  portion 

of  the  old  returning  to  the  banks  in  the  ordinary  course  of 

banks.      deposits.     The  recuperation  of  the  banks,  after 

paying  up  one  hundred  and  forty-six  million  in 

coin,  was  remarkable.     The  date  of  the  last  loan 

was  the  16th   of  November;  yet  the  Clearing 

House  books  show  that  the  specie  which  stood 

at  forty-seven  million  in  August  when  the  first 

loan  was  demanded,   was  maintained    at  over 

forty-two  millions  in  the  earl j  part  of  December, 

after  the  last  loan  was  paid,  or  nearly  so.     A 

more  satisfactory  proof  of  the   strength  of  the 

banking  system  could  not  be  afforded. 

TensioS1of     ^*n  ^e  ^  °^  ^ecem^er'  the  Secretary  of  the 
BpecTe110  Treasury,  in  his  official  report  (p.  8),  congratu- 
payments  iated  himself  on  the  general  success  of  his  finan- 
cial management,  as  follows : 

"Upon  this  plan  he  hoped  that  the  capital  of 
the  banking  institutions  and  the  capital  of  the 
people  might  be  so  combined  with  the  credit  of 
the  government,  in  a  proper  provision  for  neces- 
sary expenditures,  as  to  give  efficiency  to  admin- 
istrative action,  whether  civil  or  military,  and 
competent  support  to  public  credit.  The  result 
thus  far  has  fulfilled  that  hope." 

The  comment  on  this  paragraph  is,  that  the 
banks  were  forced  to  suspend  specie  payments  in 
twenty  days  thereafter. 

The  history  is  briefly  this : 

n-     The  gold  paid  in  loans  by  the  banks  to  the 
v'-  government  began  to  be  hoarded  immediately  on 
ernment.  its  disbursement.     The  recuperations  consisted 
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in  part  of  the  gatherings  in  from  the  country  of 
the  coin  still  in  circulation.  When  these  were 
exhausted,  there  was  no  other  source  of  supply, 
and  the  Treasury  still  stood  at  the  bank  counters 
with  its  inexorable  demand  for  more  coin. 
u  Thirty  million  a  month  "  was  the  requirement 
of  the  Secretary,  and  he  would  have  nothing  but 
coin. 

It  was  at  this  point  that  the  banks  were  forced  Announce 
into  suspension.     They  had  still  in  their  vaults  ^®nt  N£f 
Uare  than  enough  specie  to  meet  all  the  wants  of  tkmai 
their  business,  which  were  in  no  degree  urgent,     scheme. 

How  far  this  unfortunate  culmination  was 
helped  by  the  announcement  of  the  Secretary  of 
the  Treasury  of  his  " National  Bank"  scheme 
by  which  the  State  institutions  were  to  be  ruled 
out  of  existence,  it  is  impossible  to  say.  The 
Report  containing  the  announcement  was  dated 
on  the  9th  of  December,  and  the  suspension  fol- 
lowed on  the  31st. 

There  can  be  no  doubt,  however,  that  the  gen-  independ- 
eral  and  overruling  cause  of  the  suspension  of|j£tTr^ 
specie  payments  was  the  law  of  1846  establish-  mother  of 
ing  the  "  Independent  Treasury,"  which  declared  mischief; 
gold  and  treasury  notes  the  only  legal  currency 
of  the  government,  and  prohibited  the  deposit  of 
public  funds  in  the  State  banks.     In  effect,  this 
was  the  repudiation  of  credit,  and  at  the  same 
time  the  repudiation  of  that  rule  of  commerce  al- 
ready named,  by  which  all  the  great  affairs  of 
the  world  are  carried  on.     It  must  be  granted 
therefore  that  the  Secretary  of  the  Treasury  had 
a  difficult  task  to  achieve  in  the  negotiation  of 
loans,  while  the  very  ground  of  them,  credit,  was 
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repudiated  by  law.  The  government  was  in  a 
most  anomalous  position,  with  no  resource  to 
save  itself  from  destruction,  but  by  the  very 
thtng  it  had  for  twenty  years  been  attempting  to 
destroy— credit. 

its  action  It  would  be  unjust  to  hold  the  Secretary  of  the 
Treasury  responsible  for  a  policy  established  by 
law ;  but  such  an  emergency  as  the  rebellion 
must  be  allowed  to  set  aside  any  particular  law 
not  vital  to  the  nation,  that  stands  in  the  way  of 
maintaining  the  whole  body  of  law  and  the  1ft- 
tion  itself.  This  precept  was  finally  acted  upon, 
and  the  "  Independent  Treasury"  became  tor 
the  time  being  a  dead  letter.  We  can  only  regret 
that  the  current  of  the  Secretary' s  thoughts,  in- 
stead of  leading  him  to  conjoin  the  national  credit 
with  that  of  the  established  banking  system, 
which  embodied  all  the  powers  of  commerce,  led 
him  to  put  them  in  antagonism  with  each  other 
and  resulted  in  the  injury  of  both  ;  for  to  neither 
as  yet  does  public  opinion  yield  an  unreserved 
confidence. 
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Before  entering  on  any  details  of  this  branch  Pecuia- 
of  our  subject,  we  shall  bring  together  in  one 
view  and  more  specifically,  at  the  risk  of  being  sury. 
chargeable  with  repetition,  the  practices  of  pecu- 
lation on  the  public  treasury.  Personal  knowl- 
edge not  only  justifies  but  commands  this  step. 
Any  man  who  attempts  to  write  on  the  national 
finances  and  fails  to  take  it,  fails  either  in  the 
perception  of  his  duty,  or  consciously  in  its  dis- 
charge. He  fails  also  to  meet  the  popular  ex- 
pectation. The  eyes  of  the  people  are  too  much, 
and  too  impudently  offended  by  thieves  in  good 
position  passing  daily  before  them,  not  to  ap- 
preciate the  necessity  of  this  exposure.  Nor  do 
we  desire  to  conceal  the  motive  that  induces  us 
to  set  it  in  a  permanent  place,  in  the  library,  or 
on  the  table  of  every  man  who  may  choose  to 
possess  it,  that  it  may  become  as  familiar  as 
a  household  spirit  testifying  to  a  wrong  and  a 
crime  against  the  nation,  of  the  most  atrocious 
character.  That  motive  is  to  make  a  direct  appeal 
to  the  common  sense  of  justice,  that  the  odium 
which  attaches  to  the  ignorant  and  the  friendless 
may  for  the  same  actions  be  impartially  extended 
to  the  informed  and  the  popular. 

It  is  notorious  that  during  the  whole  period  of  Fraud  in 
the  war,   the  gains  of  public  employment  far*^!^8 
exceeded  the  salaries  and  compensations  awarded  tracts. 
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"by  law.  The  first  examples  of  fortune-making 
at  the  public  expense  were  among  the  relatives 
of  cabinet  ministers.  Subordinates  in  office  do 
not  generally  need  encouragement  to  follow  such 
examples  when  the  moral  right  to  arrest  or 
rebuke  them  no  longer  exists  in  their  superiors. 
The  contagion  spread  rapidly  among  the  heads 
of  bureaus  and  was  favored  by  an  impetuous 
urgency  which  insisted  on  results  with  little 
respect  to  cost.  Contracts  were  awarded  with 
scarcely  an  appearance  of  decent  examination. 
One  set  of  men  became  suddenly  rich  by  fur- 
nishing inferior  blankets  to  the  army  at  the  price 
of  the  best ;  another  by  furnishing  an  inferior 
quality  of  cloth  ;  another  by  the  bad  making- up 
of  uniforms ;  another  by  bad  leather,  and  another 
by  the  shoes  badly  made  out  of  it.  Large  for- 
tunes were  realized  on  the  supplies,  which  rarely 
were  half  as  good  as  promised  in  the  contract, 
and  the  same  supplies  were  not  unfrequently  paid 
for  more  than  once.  Bread  with  worms  in  it, 
and  putrid  meats,  were  passed  by  inspectors  who 
on  all  reasonable  presumption  were  partners  in 
the  fraud.  One  class  of  villains  got  rich  by  adul- 
terations of  coffee  and  tea ;  another  class  put 
false  brands  on  flour ;  another  diluted  the  bran- 
dies which  were  necessary  to  keep  the  wounded 
alive  while  their  limbs  were  amputated  ;  and  even 
the  medicines  for  the  sick  were  often  of  impure 
quality.  This  brazen  knavery  was  practised  by 
men  in  their  counting  houses,  deliberately,  seated 
by  warm  fires,  while  our  soldiers  were  freezing, 
famishing  and  dying  in  their  winter  camps. 
Those  who  engaged  in  it  were  seldom,  if  in  any 


ADMINISTRATION  OF  THE  TREASURY.  139 

case,  of  that  class  from  which  our  prisons  are  The  pri- 
recruited,  but  of  those  who  enjoy  good  social  ^J class 
repute,  keep  bank  accounts,  and  are  often  steadiest  guilty. 
in  church  attendance.  It  might  have  been  known, 
and  was,  that  they  were  getting  rich  faster  than 
they  had  any  right  to,  but  they  seemed  to  win 
the  greater  respect  on  that  account,  and  from 
twinkling  stars  they  came  to  be  shining  planets 
in  their  circles.  In  the  branch  of  munitions,  the 
spectacle  was  equally  impressive.  All  the  guns 
from  the  musket  with  its  ounce  ball  to  the  yawn- 
ing mouth  that  carried  a  projectile  of  five  hun- 
dred pounds  weight,  brought  vast  fortunes  to 
inventors,  makers  and  inspectors.  The  inspectors 
were  sometimes  the  inventors  and  a  million  or 
two  of  "  greenbacks "  gave  the  weapon  a  use  in 
one  direction  if  it  failed  in  every  other. 

In  the  naval  administration  the  frauds  andExorbi- 
blunders  were  of  prodigious  magnitude.     In  the  ^ssion™* 
first  hours  of  our  great  trial  exorbitant  commis-  frauds  in 
sions  were  paid  to  ill-qualified  persons  over  the  ships! 
heads  of  competent  men  who  would  have  ren- " iron 
dered  the  same  service  without  charge.     Vessels  sters,"&c. 
in  which  the  owners  would  not  have  shipped 
guano  were  hired  to  transport  troops  at  a  price 
per  day  that  in  a  few  months  amounted  to  the 
cost  of  the  same  when  new.     Steamships  were 
chartered  at  prices  that  quickly  consumed  their 
entire  value,    and  subsequently  bought  for  as 
much  more.     In  steam  machinery  the    costliest 
work  of  the- war,  makers  of  second  and  third  rate 
standing  were  often  preferred  to  those  of  proved 
skill.     The  fortunes  realized  from   "iron  mon- 
sters," in  one  shape  or  another,  were  not  few,  nor 
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all  outside  of  the  official  bureaus.  The  negoti- 
ation of  loans  proved  so  fruitful  a  source  of  wealth 
that  thousands  shared  in  it,  and  some  legitimate- 
ly. Custom-house  officers  did  not  all  lose  the 
opportunity  of  enriching  themselves  at  the  pub- 
lic expense.  Wherever  money  was  handled,  in- 
The  supe-  tegrity  seemed  to  decline. — We  do  not  wish  to 
weight  Of^eave  ^n*8  pic^re  entirely  without  an  edge  of 
honesty,  relief.  There  were  many  honest  men  in  all 
branches  of  the  public  service,  and  we  are  glad 
to  believe  that  their  preponderance  saved  the 
great  body  of  affairs  from  extreme  and  fatal  dis- 
organization. We  may  add  this  apology  for 
some  whose  weakness  alone  made  them  follow 
the  example  of  superiors — that  theft  loses  much 
of  its  odium  in  official  company,  and  even  pub- 
lic exposure  does  not  appear  to  sink  it  below  a 
tolerable  average  of  social  respect. 

pisorgan-  The  reciprocal  part  of  this  vast  scene  of  rob- 
nece£n  faery  was  the  disorganization  in  the  Treasury  de- 
sanJy  partment  which  we  have  already  described.  The 
fraud.  °  moment  that  confusion  and  obscurity  take  pos- 
session of  the  financial  part  of  a  business,  public 
or  private,  it  becomes  the  easy  prey  of  burglars 
and  thieves.  There  is  hardly  a  possibility  of  de- 
tecting them.  We  apply  this  immediately  to  our 
Treasury  affairs  at  the  present  time.  Their  vol- 
ume is  so  great  as  to  admit  of  great  robbery  with- 
out causing  the  slightest  sensibility.  We  have 
the  same  human  nature  to  deal  with  that  we 
had  during  the  war.  In  one  respect,  we  are 
even  more  exposed.  Unpunished,  unarraigned, 
and  u  honorable"  thieves  pass  before  us  every 
day.  At  the  beginning  of  the  rebellion,  they  had 
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nothing.  They  went  into  public  office,  or  obtain- 
ed contracts,  and  now  they  live  in  palaces,  on 
which  the  people  pay  interest  and  taxes.  Their 
delightful  ease,  their  graceful  luxury,  their  en- 
tertainments and  equipages,  speak  forcibly  to 
every  man  who  may  succeed  to  their  opportun- 
ities— u  do  as  we  have  done — there  is  no  danger 
or  harm." 

This  is  the  ground  on  which  it  seems  to  us  the 
part  of  best  wisdom  to  separate  from  the  current  J 
business  of  the  Treasury,  the  management  andcessary 
liquidation  of  the  debt.  A  complete  system  of order' 
order  is  impossible  to  so  great  a  mass  of  affairs. 
It  exceeds  the  scope  of  a  single  mind.  Not  only 
disorder,  but  demoralization,  will  naturally  pos- 
sess it.  The  parts,  each  having  a  weight  of  its 
own,  will  fall  out  of  obedience  to  one  head,  since 
one  head  cannot  supervise  all.  What  then  be- 
comes of  the  virtue  of  the  man  who  has  the  hand- 
ling of  money  or  bonds,  or  who  by  a  false  entry 
may  secure  a  fortune  ?  If  a  majority  might 
resist  the  temptation,  there  are  some  who  could 
or  would  not,  and  how  are  these  to  be  distin- 
guished in  advance  1 

If  the  business  of  managing  the  debt  should  proper 
be  exscinded  from  the  Treasury,  it  would  still  be 
an  overloaded  department.     Several  of  its  twenty  sury 
bureaus  might  advantageously  be  taken  from  it 
and  put  in  other  control.      Neither  the  Coast 
Survey,  the  Lighthouse  Board,  nor  the  Statistical 
bureau    has  an   exclusive  relation  to  it.     The 
Marine  hospitals  might  better  be  assigned  to  the 
Navy  department,  to  which  the  Revenue    fleet 
also,  consisting  of  thirty  or  more  vessels,  is  more 
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naturally  related.  There  would  then  remain, 
besides  the  subordinate  branches  of  the  strictly 
financial  service,  the  Currency,  the  Customs,  and 
the  Mint,  the  efficient  and  faithful  administration 
of  which  would  suffice  fully  to  employ  the  time 
and  the  thoughts  of  the  Secretary. 

The  po-  These  subjects  rank  in  the  order  named,  as  to 
Secretary6  influence  on  the  general  business  of  the  country. 
In  his  first  report  after  coming  into  office,  Mr. 
McCulloch  declared  that  "the  legal  tender  acts 
were  war  measures,  *  *  and  ought  not  to 
remain  in  force  one  day  longer  than  shall  be 
necessary  to  enable  the  people  to  prepare  for  a 
return  to  the  constitutional  currency,"  (p.  4.) 
To  indicate  his  proposed  plans,  we  make  the  fol- 
lowing additional  extracts  from  the  same  report : 

"  There  is  an  immense  volume  of  paper  money 
in  circulation — under  the  influence  of  which 
prices,  already  enormously  high,  are  steadily 
advancing,  and  speculation  is  increasing — whicn 
must  be  contracted,  if  similar  disasters*  would 
be  avoided."  (p.  8.) 

"  The  expansion  has  now  reached  such  a  point 
as  to  be  absolutely  oppressive  to  a  large  portion 
of  the  people,  while  at  the  same  time  it  is  dimin- 
ishing labor,  and  is  becoming  subversive  of  good 
morals"  (p.  9.) 

"There  is  no  fact  more  manifest  than  that  the 
plethora  of  paper  money  is  not  only  undermining 
the  morals  01  the  people  by  encouraging  waste 
and  extravagance,  but  is  striking  at  the  root  of 
our  material  prosperity  by  diminishing  labor. 
The  evil  is  not  at  present  beyond  the  control  of 
legislation,  but  it  is  daily  increasing,  and  if  not 

*  Referring  to  former  suspensipns  of  specie  payments. 
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speedily  attacked,  will  at  no  distant  day  culmin- 
ate in  wide  spread  disaster.  The  remedy,  and 
the  only  remedy  within  the  control  of  Congress 
is,  in  the  opinion  of  the  Secretary,  to  be  found  in 
the  reduction  of  the  currency."  (p.  9.) 

"On  the  31st  of  September  (1864)  the  circula- 
tion, bank  and  national,  had  reached  the  start- 
ling amount  of  upwards  of  $700, 000, 000.  Nothing 
beyond  this  statement  is  required  to  exhibit  the 
present  inflation  or  to  explain  the  causes  of  the 
current  and  advancing  prices.  If  disaster  follow- 
ed the  expansions  of  1887  and  1857,  what  must 
be  the  consequences  of  the  present  expansion  un- 
less speedily  checked  and  reduced  ?"  (p.  11.) 

We  might  add  many  similar  quotations  ;  but  The  same 
these  sufiice  to  show  the  ground  on  which  the 
Secretary  has  planted  himself,  and  from  which, 
since  the  time  of  his  assuming  office,  he  has  been 
administering  its  powers.  He  is  still  endeavour- 
ing to  put  these  ideas  into  practice.  In  his  second 
report  he  censures  Congress  for  having  "pre- 
vented him  from  taking  the  first  important  step 
toward  a  return  to  specie  payments."  (p.  11.) 

The  Honorable  Secretary  plants  himself  on  Digpute(j 
ground  that  is  disputed  by  many  of  the  most  emi-  ground, 
nent  financiers  and  economists  of  the  day.  We 
have  already  adverted  to  the  successive  efforts 
which  he  has  made,  to  contract  the  currency,  and 
to  the  fact  that  they  have  failed,  after  causing  dis- 
tress, to  labor  and  commerce  as  often  as  they  were 
attempted.  It  is  therefore  not  surprising  that  a 
change  of  opinion  should  have  shown  itself  in  the 
minds  of  the  people.  The  House  of  Representat- 
ives in  1865  "indorsed  by  a  nearly  unanimous 
vote"  the  plans  of  contraction  recommended  by 
him ;  but  the  same  body  rejects  them  in  1866 — 7. 
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Four  million  a  month,  to  which  Congress  limited 
the  contraction  of  legal  tenders,  was  deemed 
by  him  very  insufficient ;  but  he  has  found  it  im- 
possible to  carry  even  that  into  practice.* 

This  is  where  we  now  stand.  The  theory  of 
Mr.  McCulloch,  that  u  inflation  of  the  currency" 
is  the  main  if  not  the  only  source  of  our  present 
embarrassments,  the  only  or  principal  bar  to  the 
restoration  of  specie  payments,  controls  the  ad- 
ministration of  the  Treasury,  and  through  that 
the  commerce,  industry  and  productive  labors  of 
the  country. 

Let  us  enquire  what  this  currency  is — what 
office  it  performs,  and  ascertain  if  possible  whether 
the  theory  of  the  Secretary  is  supported  by 
facts. 

Currency  For  practical  purposes  currency  is  capital ;  and 
ita^of^^  ^ie  Currenc7  of  a  country  is  the  most  important 
labor.  part  of  its  capital.  It  is  the  most  economical  of 
all  kinds  of  capital  because  of  its  easy  and  con- 
tinuous circulation,  in  which  it  constantly  repeats 
its  service.  It  is  especially  the  capital  of  labor. 
The  poor  and  generally  those  who  work  on  wages, 
have  no  other  capital.  The  rich  man  has  his 
bonds,  houses,  lands,  ships,  and  so  forth  ;  the 
merchant  has  banks  and  credit ;  the  manufac- 
turer has  machinery  as  his  capital ;  but  the  labor- 
ing man  has  only  the  money  that  he  earns  daily ; 
and  so  with  all  working  people  who  live  by 
wages — the  only  capital  they  ever  get  hold  of  is 
the  share  of  currency  to  which  they  become  en- 

*  The  contraction  was  arrested  on  the  first  of  January,  the  Sec- 
retary deeming  it  not  expedient  to  enforce  it. 
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titled  "by  their  labor.  The  currency  is  therefore 
by  far  the  most  necessary  part  of  the  capital  of  a 
country.  It  is  the  capital  of  the  spade,  the  plough, 
the  anvil,  the  tool  bench,  the  type  case,  the  needle, 
and  in  fact  of  every  employment  that  is  carried 
on  by  the  great  mass  of  the  people,  who  have  no 
other  capital,  and  who  never  get  any  other. 

How  important  is  this  !    With  what  caution  HOW 
and  wisdom  ought  this  capital  to  be  meddled  ^J^^ 
with  !     Yet  it  is  the  capital  that  is  most  assailed,  repre- 
most  tampered  and  trifled  with,  most  abused  and  ^it£  by 
scandalized,  of  all  kinds  of  capital.     The  polit- cians ; 
ical  demagogues  and  their  editors  have  been  in- 
structing the  laboring  classes  of  this  country  for 
forty  years  past  that  the  currency  is  the  capital 
of  the  rich  who  use  it  for  their  own  advantage, 
and  to  their  injury,  whereas  the  opposite  is  much 
nearer  the  truth.     And  they  have  succeeded  in 
establishing  an  opinion  more  or  less  popular,  that 
whatever  troubles  prevail  in  the  money  market, 
however  industry  and  labor  are  paralyzed,  all  is 
chargeable  to  "the  currency."     The  other  part 
of  the  general  credit,  consisting  of  every  kind  of 
obligation — the  book   account,   the  promissory 
note,  the  mortgage  bond,  corporate  and  public 
stocks,  making  up  a  proportion  of  seven-eighths 
of  the  whole  mass,  they  let  go,   charging  every 
adversity  on  the  one-eighth,  composed  of  cur- 
rency. 

A  more  extraordinary  example  of  the  force  of  and 
persistent  clamor  is  not  on  record.    The  general  charged 

*         T,  ,.  ,-.-•,         />  with  their 

mass  of  credit  being  stretched  too  far,  has  over  Own  mis- 
and  over  again  broken  up  the    markets    andclliefs- 
plunged  all  the  labors  of  the  country  in  distress, 
7 
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spreading  ruin  broadcast,  and  throwing  millions 
of  people  out  of  employment.  On  such  occasions 
the  demagogues  and  their  editors  have  come  out 
in  full  cry  against  "  the  currency"  as  the  source 
of  all  the  mischief.  They  have  chased  down  the 
pursuit,  tearing  over  the  fields  of  industry,  care- 
less how  much  they  migh+  destroy,  and  succeed- 
ed in  convincing  the  owners  of  these  fields  that  it 
was  the  hare  and  not  the  hounds  that  did  the 
mischief. 

The  safety  The  sober  truth  is  this :  that  of  all  forms  of 
iii.  capital  in  the  United  States,  the  bank-note  is  that 
which  has  done  most  good  and  comparatively 
least  mischief.  If  banks  have  failed,  the  loss 
has  been  spread  generally  over  the  commu- 
nity and  fallen  mostly  on  those  who  were  able 
to  hoard  capital  in  their  pockets— much  less  on 
the  laborer  and  day-worker  than  on  their  betters 
in  condition.  And  of  all  banks  that  have  failed, 
the  notes  have  still  been  worth  something  and  in 
the  majority  of  cases  have  finally  been  fully  paid. 
The  total  insolvency  of  the  bank-note  has  been 
rare  in  modern  times,  and  in  the  Northern  States 
where  commercial  organization  has  been  gradu- 
ally working  towards  a  scientific  arrangement,  it 
has  been  almost  unknown  for  thirty  years  past. 
The  moral  sense  of  the  community  brands  bank- 
note insolvency  as  felony.  The  privilege  of  irre- 
sponsible issue  has  been  annulled  by  law.  When 
we  consider  the  immense  service  of  the  bank- 
note, how  the  same  bill  of  five  dollars  furnishes 
thousands  of  capital  every  year,  how  in  this  way 
the  mass  of  paper  currency  irrigates  the  whole 
field  of  production  and  comes  back  to  be  redeemed 
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at  last  in  gold,  we  are  astonished  at  the  miracu- 
lous extent  and  perfection  and  honesty  of  the  ser- 
vice. The  percentage  of  loss  in  proportion  to  the 
gain  "by  this  kind  of  capital  is  as  a  drop  of  water 
to  the  ocean. 

Yet  the  use  of  paper  currency  may  be  carried  Tte  mis- 
to  hurtful  excess.     It  is  necessary  to  restrict  by 
law  issues  of  representative  value  which  are  in- 
tended  to  circulate  as  money.     Otherwise  there  against 
would  be  no  security  against  the  impositions  of  ^eproper 
unscrupulous  and  artful  men.    Nothing  however 
is  more  weak  and  silly  than  to  forego  the  service 
of  a  necessary  instrument  for  labors,  because  it 
may  be  turned  to  bad  purposes. 

u  It  is  in  vain,"  says  Hamilton,  "  to  attempt  to 
disparage  credit  by  objecting  to  its  abuses. 
What  is  there  not  liable  to  abuse  or  misuse? 
The  precious  metals,  those  great  springs  of  labor 
and  industry,  are  also  the  ministers  of  extrava- 
gance, luxury  and  corruption.  Commerce,  the 
nurse  of  agriculture  and  manufactures,  leads  to 
bankruptcy  and  distress.  A  fertile  soil,  the  prin- 
cipal source  of  human  comfort,  not  unfrequently 
begets  indolence  and  effeminacy.  Even  liberty 
itself,  degenerating  into  licentiousness  produces 
a  frightful  complication  of  ills,  and  works  its  own 
destruction." 

It  would  be  as  unreasonable  for  the  Dutch  to 
denounce  the  ocean  and  burn  their  ships  because 
their  dykes  are  liable  to  be  broken  down  by  the 
waves,  as  it  would  be  for  the  people  of  the  United 
States  to  repudiate  the  capital  of  paper  currency 
because  it  may  work  injury- by  being  issued  in 
excess. 
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The  terms     jjet  ug  consider  the  precise  terms  of  our  cur- 

oi  our 

present  rency  at  the  present  time.  The  Comptroller's 
currency.  Report  for  December  1866  gives  the  total  of 
"  legal  tenders  "  in  issue  at  four  hundred  million. 
The  law  requires  the  National  banks  to  keep  on 
hand  as  a  reserve  twenty-five  per  cent,  of  their 
liabilities  in  these  notes  ;  and  the  sum  of  their 
liabilities  is  stated  in  the  same  Report  to  be 
$1  ,  024,  274,  386.  An  exception  in  favor  of  country 
banks  allows  their  city  balances  to  be  counted 
instead  of  legal  tenders,  as  a  reserve  ;  but  on  the 
other  hand  many  banks  keep  a  much  larger  pro- 
portion on  hand  than  twenty-five  per  cent.  It 
may  be  computed  that  the  total  of  "  legal  ten- 
ders" so  held  is  not  less  than  two  hundred  mil- 
lion, leaving  the  same  amount  in  circulation.* 
The  circulation  of  the  National  banks  was  over 
two  hundred  and  eighty  million,  and  that  of  the 
old  State  banks  under  ten  million. 

Thepre-     «Legai  tenders"  .......  .......................  $200,000,000 

sent   ;otal  National  banks  ................................  280,000,000 

State  banks  ........................  ...........   10,000,000 

7'        Fractional  currency  ............................   27,000,000 

$517,000,000 

This  was  the  total  of  paper  money  in  circula- 
tion on  the  first  of  October,  1866. 

total  be-  in  }ris  Report  for  1861  Secretary  Chase  estima- 
ted  the  amount  of  gold  in  the  country  at  "not 
less  than  two  hundred  and  seventy-five  million." 
The  bank  note  circulation  was  two  hundred  and 
two  million  —  together  four  hundred  and  seventy- 
seven  million  ($477,000,000). 

*  The  sum  of  $205,770,641,  is  set  down  in  the  statement  for 
October  as  a  part  of  the  resources  of  the  banks.  We  presume 
this  to  be  the  amount  of  legal  tenders  held  in  reserve. 
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It  appears  by  these  figures  that  the  paper  Compar- 
money  in   circulation  at  present  is   but  forty  ceslof*" 
million  in  excess  of  the  whole  volume  of  1861  when  forty  mil- 
specie  payments  were  maintained  without  diffi- 
culty.    What  then  becomes  of  the  theory  of  the 
Treasury  Department  on  which  its  plans  of  ad- 
ministration are  chiefly  laid,  that  the  return  to 
specie  payments  is  barred  by  "the  inflation  of 
the  currency  ?"  An  excess  of  forty  million  spread 
over  the  vast  field  of  labor  and  business  in  the 
United  States  is  manifestly  insufficient  to  account 
for  the  "depreciation"  as  it  is  called  by  some, 
of  the  whole  body  of  interests  to  fifty  per  cent, 
below  the  standard  of  gold. 

If  it  be  said  that  the  two  hundred  million  of  Half  the 
legal  tenders  held  in  reserve  by  the  banks  still  ^  n^' 
makes  a  part  of  the  currency,  we  answer  that  on  ™  ci*cuia- 
the  same  ground  the  one  hundred  million  of  gold 
in  the  Independent  Treasury,  also,  is  a  part  of  the 
currency.  But  both  are  sequestered  by  law  and 
are  not  permitted  to  enter  into  the  active  chan- 
nels of  commerce.  We  do  not  deny  that  the  for- 
mer as  a  substitute  for  specie  may  exert  an  in- 
fluence on  the  liabilities  for  which  it  is  held  in 
pledge  ;  but  what  that  influence  is,  or  of  what 
worth,  it  is  difficult  to  say.  If  we  might  be  per- 
suaded that  it  really  answers  the  purpose  of  a 
reserve  in  gold,  that  would  .be  one  step  towards 
the  adoption  of  the  "  miser's  hole"  as  a  reserve, 
and  the  money  itself  might  be  let  loose  to  circu- 
late for  the  advantage  of  labor  instead  of  printing 
another  hundred  mil]  ion  of  the  same  for  that  pur- 
pose as  lately  proposed  in  Congress. 

To  exhaust  the  last  ground  of  controversy,  we 
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Extreme  may  suppose  that  the  portion  of  "  legal  tenders  " 
e^fot  "  held  in  reserve  by  the  banks  still  forms  a  part  of 
the  currency,  making  the  whole  volume  seven 
hundred  and  seventeen  million.  If  there  was  no 
present  employment  of  the  currency  different 
from  that  of  1861,  it  might  yet  be  doubted 
whether  the  excess  of  two  hundred  and  forty  mil- 
lion is  sufficient  to  account  for  the  difficulties  of 
our  situation.  But  it  is  well  known  that  the  re- 
bellion struck  down  commercial  and  personal 
credit  generally,  inaugurating  in  its  place  cash 
creou£e  m  settlements,  for  which  the  increasing  currency 
from  1861  was  more  convenient  and  satisfactory  than  had 
been  the  promissory  note  and  the  open  book 
account.  It  is  computed  from  the  records  of 
the  New  York  Clearing  House  and  from  other 
sources  of  information,  that  of  the  loans  and 
discounts  carried  by  the  banks  in  October,  1866 
($623,786,993),  at  least  one-half  consisted  of  gov- 
ernment securities,  showing  a  decline  in  strictly 
commercial  paper  as  compared  with  1861,  of 
$384,884,924.*  The  total  of  open  book  credits  in 
1861  exceeded  that  of  1866  by  a  much  greater 
sum,  so  that  we  are  sure  of  being  within  the 
truth  when  we  name  eight  hundred  million  of 
dollars  as  the  volume  of  business  supported  and 
carried  on  continuously  in  1866  by  the  currency, 
which  in  1861  was  represented  by  promissory 
notes  and  current  book  credits.  Whatever 

*  Loans  and  discounts  of  1861 $696,778,421 

Total  do.  October,  1866 $623,786,993 

Less  one-half 311,893,496 

311,893,497 


$384,884,924 
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amount  of  currency  is  absorbed  by  this  eight 
hundred  million  of  transactions  should  be  sub- 
tracted from  the  circulation  of  1866,  and  if  the 
residue  be  not  greater  than  the  circulation  of 
186] ,  there  is  no  redundancy  in  the  currency  as 
compared  with  that  period,  when  specie  payments 
were  easily  maintained. 

The  theory  on  which  currency  is  alleged  to  Theory  of 
inflate  prices,  requires  a  certain  amount  of  cur-  inflation' 
rency  for  a  certain  amount  of  business.  If  that 
amount  is  not  exceeded,  any  contraction  of  cur- 
rency would  abridge  or  distress  labors.  We  have 
seen  this  result  on  several  occasions  recently 
when  the  Treasury  has  attempted  the  experiment 
of  contraction.  No  sooner  was  it  begun  than  "a 
cry  of  pain"  was  heard  through  the  markets, 
and  it  had  soon  to  be  abandoned.  It  is  reasona- 
ble to  infer  that  if  there  had  been  an  excess  of 
currency  in  issue,  a  part  would  have  stagnated  in 
the  banks  and  no  distress  could  have  been  caused 
by  the  withdrawal  of  that  part.  But  the  proof 
was  immediately  developed  that  there  was  no 
stagnation. 

We  shall  see  by  a  very  simple  illustration,  why  -^vhy  con. 
it  is  that  the  process  of  contraction  is  now  dis-  traction 
tressing  to  commerce.     Let  it  be  supposed  that  the 
currency  was  in  its  proper  proportion  to  the  body  kets- 
of  affairs  in  1861,  when  it  stood  at  $477,000,000, 
and  when  the  yearly  product  of  the  country  was 
estimated  on  a  specie  basis  at  $4,000,000,000.  The 
same  product  at  the  present  time  represents  a 
higher  valuation  by  at  least  fifty  per  cent.   From 
this  we  have  the  question    in    proportions — if 
$4000,000,000  require  $477,000,000  of  currency  as 
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its  instrument,  what  will  $6,000,000,000  call  for? 
The  answer  is — $717,500,000.— By  a  remarkable 
coincidence  this  is  the  exact  amount  of  our  pres- 
ent currency.  But  is  this  a  mere  coincidence? 
The  same  causes  operating,  the  same  tendency  to 
mutual  adjustments  between  the  correlative  parts 
of  a  system  of  things  would  naturally  end  in  a 
balance,  and  wise  legislation  would  endeavor  to 
support  that  balance. 

We  have  now  shown — 

The  cur-  First,  that  the  active  ciirrency  of  the  country  in 
i8667not  October,  1866,  was  in  excess  of  the  currency  of 

dint11'     1861  only  forty  mmion  of  Collars ; 

Second,  that  the  amount  of  commercial  paper 
and  book  credits  being  at  least  eight  hundred 
million  less  in  1866  than  in  1861,  there  was  a 
much  greater  office  for  the  currency  to  perform, 
and  the  excess  of  forty  million  was  fully  absorb- 
ed, making  it  not  a  redundant  part ; 

Third,  that  the  increased  price  of  products 
demanded  an  increase  of  currency  to  maintain 
a  due  proportion  of  the  instrument  to  the  use 
required  of  it ;  and 

Fourth,  that  even  if  the  two  hundred  million  of 
legal  tenders  be  counted  as  a  part  of  the  circula- 
tion, there  is  no  real  redundance  of  the  currency 
because  the  service  required  of  it  is  greater  rela- 
tively with  the  amount  in  issue,  than  it  was  in 
1861. 

Absorp-  This  last  proposition  contains  an  element  of 
currency  sucn  weight  in  the  argument  as  to  deserve  par- 
brein  d  ^cu^ar  attention.  The  higher  cost  of  products 
prices  and  has  involved  the  increase  of  wages  which  are  not 
wa£es-  less  than  double  the  rates  of  1861.  The  absorp- 


ADMINISTRATION   OF  THE  TREASURY.  153 

tion  of  currency  by  wages  has  been  increased 
much  beyond  the  mere  enlargement  of  price. 
The  practice  of  credit  for  labor  has  been  mostly 
discontinued.  In  the  Western  States  there  was  a 
vast  field  to  be  supplied  which  was  never  before 
furnished  with  currency  of  any  kind.  In  many 
parts  of  the  country  a  bank  note  or  a  piece  of 
coin  was  formerly  a  rarity.  The  wealthiest 
farmers  were  obliged  to  give  store  orders  to  their 
laborers,  and  themselves  often  to  deal  by  barter. 
The  ourrency  of  the  national  banks  having  pene- 
trated these  far  districts  has  given  the  people  a 
taste  of  its  convenience  and  economy,  and  the 
consequence  is  that  it  remains  in  perpetual  circu- 
lation. This  fact  lessens,  if  it  does  not  of  itself 
entirely  destroy  the  force  of  comparison  between  . 
the  present  volume  of  currency  with  that  of 
former  years,  for  the  purpose  of  proving  a  re- 
dundancy. There  is  another  fact  of  still  greater 
importance  which  pushes  the  argument  to  a 
demonstration  that  cannot  easily  be  refuted. 
That  is,  the  opening  of  the  entire  South  to  wages. 
It  is  hardly  possible  at  present  to  get  hold  of  any  Currency 
precise  data  on  this  branch  of  the  subject,  but  we 
know  enough  of  the  habits  of  men  to  justify  some 
general  conclusions  with  respect  to  the  amount  of 
currency  that  will  be  necessary  to  supply  that 
hitherto  naked  field  of  labor  with  the  instrument 
which  is  at  the  same  time  its  necessity  and  its 
right.  Full  a  million  of  laborers  with  an  a^jerage 
of  three  dependents  each,  making  four  million, 
of  the  negro  population  alone,  must  be  paid  for 
their  work  and  must  deal  at  stores  for  clothing, 
groceries  and  so  forth.  The  negro  is  the  master 
7* 
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of  the  cotton  culture,  the  yearly  product  of  which 
counts  hundreds  of  millions.  This  culture  which 
decides  the  general  balance  of  our  commerce  with 
other  nations  depends  on  wages,  and  the  wages 
depend  on  currency.  The  attempt  to  enforce  it 
by  written  contracts  is  practically  the  substitution 
of  a  fraudulent  paper  currency  for  the  honest 
bank  or  treasury  note.  Nothing  short  of  wages 
in  money  ought  to  be  allowed  to  be  the  legal 
counterpart  of  labor  among  the  negroes  of  the 
South  ;  and  all  effort  to  establish  any  other  will 
at  last  fail  in  spite  of  law  and  force  to  help  it. 
Thebai-  We  might  with  good  excuse  enlarge  on  this 
commerce  theme.  The  negro,  even  in  his  present  state  of 
with  for-  pupilage,  is  proved  capable  of  reaching  high  skill 

eiffn  na-  .,  f-     . 

tions  de-  in  the  mechanic  arts ;  he  has  a  lively  apprecia- 
oiTcur1*  ^on  °^  ^e  comf°rts>  enjoyments,  and  even  of  the 
rency.  luxuries  and  fineries  of  life  ;  he  snatches  at  letters 
with  an  instinctive  and  almost  superstitious  con- 
fidence that  they  contain  the  real  charter  of  his 
manhood  ;  in  short  he  possesses  every  element  of 
an  efficient  co-operator  in  civilization  and  govern- 
ment. Not  only  the  immediate  prospects  of  the 
South,  but  the  commercial  status  of  the  country 
is  in  his  hands  jointly  with  the  soil  and  climate 
where  circumstances  have  given  him  a  residence, 
and  from  which  he  cannot  be  expelled.  Consider- 
ing the  lack  of  intercommunication  in  the  South 
which  limits  the  activity  of  the  circulation  of 
monep,  it  may  be  presumed  that  more  than 
double  the  amount  of  currency  will  be  required 
to  supply  its  extent  from  the  Atlantic  to  the 
western  borders  of  Louisiana  and  Texas,  than 
experience  proves  to  be  barely  sufficient  for  the 
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Eastern  and  Northern  States.    From  two  to  three 
hundred  million  might  gradually  be  absorbed  in 
this  vast  region,  and  aid  in  its  development  more 
than  any  other  appliance  within  human  reach. 
If  fears  are  roused  that  the  volume  of  a  thousand 
million  of  currency  will  inflate  prices,  they  may 
be  allayed  by  the  assurance  that  it  is  but  the 
substitution  of  one  kind  of  credit  for  another — of 
a  better  for  a  worse.     And  it  is  worth  while  to  substi- 
consider  that  we  have  on  our  hands  the  task,  not  currency  ? 
to  be  avoided,   of  providing  a  currency  for  the 
widest,  most  active,  and  most  promising  scene  of 
population,  labor  and  commerce  that   has  ever 
been  united  in  one  system.    Nor  is  the  amount  of 
a  thousand  million  out  of  proportion  with  the 
service  required,  as  measured  by  any  experience 
of  our  own  or  of  other  nations. 

After  all,  the  question  resolves  itself  fairly  into  Propor- 
one  of  proportion  in  the  parts  of  which  our 
general  system  of  credit  should  be  composed  > 
and  it  is  obvious  at  sight  that  these  proportions 
must  be  determined  according  to  the  circum- 
stances of  the  country.  Examples  drawn  from 
the  experience  of  other  nations  may  instruct, 
without  being  allowed  to  govern  us.  A  country 
like  England  intersected  in  every  part  by  rail- 
ways and  telegraphs  will  be  efficiently  served  by 
one-tenth  part  of  the  currency  that  is  necessary 
to  our  Southern  States.  The  activity  of  exchange 
supplies  the  place  of  quantity  ;  distance  and  the 
difficulties  of  transport  neutralize  it.  A  compact 
manufacturing  community  will  repeat  the  use  of 
its  currency,  perhaps  two  or  three  times  a  day, 
whilst  an  agricultural  people  widely  dispersed 
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would  scarcely  do  it  that  often  in  a  month.  Are 
not  these  facts  material  elements  in  the  case  ? 
Do  they  not  show  that  what  would  be  an  excess 
in  one  country  might  be  a  deficiency  in  another  ? 

kindiTof1  ^e  *aws  Prov^e  or  all°w  certain  kinds  of 
represen-  representative  value  to  circulate  as  property 
capital  making  up  a  mass  of  credit  capital.  The  chief 
are  the  railway  mortgage,  the  corporate  stock, 
the  promissory  note,  the  bank  check,  the  public 
bond  and  paper  money.  All  but  the  last  named 
are  of  Ignited  use  and  special  in  character, 
belonging  to  and  serving  exclusively  those  who 
possess  accumulated  means  and  who  are  entirely 
or  measurably  independent.  The  great  majority 
of  people  get  no  direct  advantage  whatever  from 
these  kinds  of  capital,  but  are  wholly  dependent 
on  the  currency,  which  equally  serves  all.  It  is 
therefore  a  matter  of  high  commercial  wisdom 
and  of  profound  social  science  to  determine  the 
proportion  that  this  common  or  popular  capital 
ought  to  bear  to  the  whole  ;  for  at  the  same  time 
it  determines  the  existence  and  prosperity  /  of 
labors.  Do  not  these  labors  themselves,  the 
industries  built  upon  them  and  the  commerce  to 
which  they  give  rise,  contain  the  true  answer  to 
this  proposition  ?  If  we  find  them  responding 
with  indications  of  distress  to  the  repeated  at- 
tempts of  the  Treasury  department  to  reduce  the 
currency,  should  we  not  respect  these  indications 
in  preference  to  mere  theories  and  opinions  form- 
ed without  any  contact  or  consultation  with 
practical  affairs  ? 

To  illustrate  in  a  more  sensible  manner  the 
point  here  in  question,  we  assume  the  condition 
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of  business  in  1861,  or  at  any  prior  time  when  The  pro- 
specie  payments  were  maintained,  to  "be  repre- 


sented  by  a  total  of  100,  in  the  given  proportions  in  1  861 

x,          .,    ,  ,  and  1866. 

of  capital  or  instrument  : 

Railway  bonds  ......................  ...  ..............  15 

Corporate  stocks  .....................................  10 

Promissory  notes,  bank  accounts,  &c  ...................  60 

Public  bonds  ........................................  5 

Currency  ...........................................  10 

100 

The  changes  brought  about  by  the  rebellion 
affect  three  of  these  parts^  it  may  be  supposed, 
so  that  they  now  stand  somewhat  as  follows  :  4 

Railway  bonds  ......................................  15 

Corporate  stocks  ................................  .....  10 

Promissory  notes,  bank  accounts,  &c  ....................  30 

Public  bonds  .........................................  °-5 

Currency  ...........................................  20 

100 

No  sentiment  is  so  frequently  and  confidently  Credit  the 
asserted  in  the  two  reports  of  the  present  Sec- 
retary  of  the  Treasury,  as  that  the  high  prices  of 
the  markets  are  caused  by  "the  inflation  of  the 
currency."  We  do  not  doubt  that  he  sincerely 
entertains  this  opinion  ;  but  it  must  be  apparent 
to  the  most  casual  observation  that  a  change  of 
proportions  within  the  body  of  instrument,  by 
which  the  diminished  service  of  one  partis  simply 
taken  up  by  another  without  adding  to  the 
whole,  can  have  no  very  considerable  or  per- 
manent effect  such  as  the  Secretary  assumes  to 
have  taken  place.  It  is  an  undisputed  doctrine 
of  economy,  and  a  self-evident  proposition  that 


158  ADMINISTRATION   OF  THE  TKEASURY. 

the  "  purchasing  power "  of  credit,  is  the  great 
mover  of  price  in  commerce.  That  power  is 
expansive  beyond  any  limit  of  law.  When  the 
fever  of  speculation  rages,  it  sweeps  judgment 
and  prudence  "before  it.  Like  an  exhilarating  gas, 
it  takes  men  out  of  the  world  of  facts,  and  puts 
them  into  one  of  unbounded  conceit  and  decep- 
tion. Not  so  with  currency  under  the  new  laws. 
Currency  Currency  is  limited  in  quantity  and  secured  by 
pfoyed  in  guaranties  beyond  the  remotest  accidents  of 
large  com-  common  experience.  It  hardly  enters  at  all  into 
the  large  transactions  of  commerce.  It  is  unknown 
in  the  great  markets. .  Its  office  is  in  the  small 
shops  and  in  the  details  of  personal  dealing. 
The  Sec-  To  that  cause  of  high  prices  which  Mr.  McCul- 
tn^Trea-  l°cn  names  as  secondary  only,  viz.  :  oppressive 
eury  mis-  taxation,  we  have  already  assigned  the  first  place 
in  previous  parts  of  this  volume.  While  we 
have  a  cause  so  clear,  and  one  that  has  been 
amply  demonstrated  in  the  experience  of  all 
countries  to  be  fully  adequate  to  such  effects  as 
we  are  now  contending  against  in  the  United 
States,  it  seems  little  less  than  idle  to  turn  away 
from  it  and  to  expend  the  main  forces  of  correc- 
tion against  the  light  and  passing  shadows  of 
"the  currency."  The  error  is  so  grave,  and  is 
attended  by  such  grave  consequences  to  the 
productive  and  industrial  labors  of  the  country, 
that  we  can  scarcely  find  respectful  words  suffi- 
ciently strong  to  combat  it.  With  a  false  key 
in  his  hand  the  Secretary  has  been  searching 
through  two  years  past  for  a  small  aperture 
of  escape  from  circumstances  which  he  rightly 
describes  as  "demoralizing"  and  " crushing" 
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in  the  last  degree,  while  the  proper  key  has  been 
lying  on  the  table  beside  him,  and  the  door  of 
deliverance  has  waited  for  his  hand  to  open  it. 

It  is  begging  the  point  in  controversy  to  allege 
that  the  " inflation  of  the  currency"  has  caused 
the  high  prices.  Nobody  will  deny  the  general 
rule  that  an  excess  of  money  in  a  market  will 
raise  prices.  It  must  be  shown,  however,  that  it 
is  so  in  a  given  case.  An  overweight  will  break 
the  ice  on  a  river  ;  but  it  does  not  follow  that  any 
given  weight  will  do  it.  We  have'made  inquiry 
at  the  clearing  house,  where  the  fact  should  be 
known,  to  ascertain  if  there  is  or  has  been  a  stag 
nation  of  currency  in  New  York  where  it  would 
accumulate,  if  at  all,  and  the  answer  is  in  the 
negative.  In  1837  the  stagnation  was  seen  every- 
where.  Currency  filled  every  bank  vault,  and  it 
could  not  be  used.  But  that  was  a  time  when 
the  issues  of  banks  were  not  restricted  by  law, 
when  there  was  no  personal  responsibility  of  the 
issuers,  and  when  there  was  no  guarantee  for  the 
soundness  of  the  bills.  Now,  we  have  all  these, 
and  not  one  sign  of  redundancy. 

There  is  a  point  at  which  the  currency  ought 
to  be  attacked — that  is  when  it  is  not  busy  in  its 
natural  and  special  function  of  helping  labor, 
industry,  and  trade  ;  but  common  sense  teaches 
that  when  it  is  so  employed,  it  should  be  let 
alone. 

The  foregoing  observations  on  the  currency  are  Labor 
from  the  stand-point  of  facts,  expediency,  and  ™™*ita 
necessity.     It  is  our  first  duty  to  keep  steadily  in  capital, 
view  the  great  end,  and  we  may  surely  add,  the 
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only  end,  which  being  secured  will  have  pos- 
itively secured  with  it,  and  permanently  re-estab- 
lished, the  social,  and  consequently  the  political 
unity  of  the  country,  viz.  :  the  organization  of 
productive  labors.  Commerce  and  industry  will 
take  care  of  themselves.  The  currency  is  the 
only  instrument  immediately  within  our  reach 
which  we  can  directly  and  without  delay  apply 
to  those  labors. 


Currency      We  have  left  in  abeyance  the  question  which 
t(>  theory  of  itsel'f  cannot  answer  —  What  is  our  cur- 


deemabie  rency  to  be  hereafter  in  kind  and  limit  ?  With  a 
conviction  resting  strongly  in  the  mind,  that 
specie  redemption  on  demand  at  the  centre  of 
liquidation  is  indispensable  to  a  sound,  firm,  and 
moral  commerce,  we  believe  the  part  of  wisdom 
is  to  wait  the  course  of  things,  and  to  watch  for 
these  instructions  as  they  flow,  and  to  reserve 
judgment  until  the  testimony  of  the  case  is  ren- 
dered. It  is  by  no  means  demonstrated,  as  many 
of  the  least  informed  (and  consequently  the  most 
positive)  theorists  in  finance  affirm  that  paper 
money  is  in  itself  demoralizing  and  injurious,  or 
even  that  it  may  not  be  employed  as  capital  to  a 
much  larger  extent  than  it  has  been  heretofore. 

Mr.    Me-     The  policy  of  Mr.  McCulloch  is  clearly  defined 

defines1     *n  ^S  rePol*ts,  as  follows  : 

his    poi-     1.  u  In  compelling  the  National  Banks  to  re- 

deem their  notes  at  the  Atlantic  cities,  or  at  a 

single  city."     (Report  of  December,  1866,  p.  16.) 

2.  The  repeal  of  the  legal  tender  acts,  which, 

he  says,  "  ought  not  to  remain  in  force  one  day 
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longer  than  shall  be  necessary  to  enable  the  peo- 
ple to  prepare  for  a  return  to  the  constitutional 
currency.."  (Report  of  December  5,  1865,  p.  4.) 

3.  "  That  the  work  of  retiring  the  notes  which 
have  been  issued  under  them  should  be  com- 
menced without  delay,  and  carefully  and  per- 
sistently continued  until  all  are  retired."     (The 
same,  p.  5.) 

4.  "  That  our  revenue  system  shall  be    fre- 
quently and  carefully  revised,  in  order  that  it 
may  be  accommodated  to  the  habits  and  charac- 
ter of  the  people,  to  the  industry  of  the  country, 
to  labor  and  capital,  to  wages  at  home  and  wages 
abroad."     (The  same,  p.  27.) 

5.  In  the  issue  of  five  per  cent,  bonds  payable 
in  England  or  Germany  in  twenty  years,  to  absorb 
the  bonds  now  held  there  and  to  meet  further 
demand  for  European  investment.     (Report  of 
1866,  p.  16.) 

6.  The  complete  payment  of  the  debt  by  "the 
present  generation."     (Numerous  clauses  in  both 
Reports.} 

7.  "  The  rehabilitation  of  the  States  recently  in 
insurrection."     (Report  of  1866,  p.  28.) 

With  these  measures  carried  into  effect  "  the  and  fixes 
Secretary  is  of  the  opinion  that  specie  payments  \^^£* 
may  be  resumed,  and  ought  to  be  resumed  as  specie 
early  as  the  first  day  of  July,   1868."      (T7iep&ym 
same,  p.  30.) 

Taking 

There  appears  to  be  some  incongruity  in  the  means  of 
proposition  to  " compel"  the  banks  to  redeem 
their  notes  in  legal  tenders  while  at  the 


162  ADMINISTRATION  OF  THE  TREASURY. 

time  putting  the  legal  tenders  out  of  reach.  If 
specie  payments  were  in  force  with  the  amount 
of  specie  limited  to  that  of  the  legal  tenders,  such 
a  proposition  would  be  likely  to  bring  on  suspen- 
sion. It  is  true  the  Secretary  waives  the  imme- 
diate repeal  of  the  acts  under  which  the  treasury 
notes  are  issued,  but  this  avails  nothing  since  he 
proposes  to  cancel  the  notes  themselves,  and  to 
increase  the  rate  of  cancelling  from  four  million 
a  month  as  voted  by  Congress,  to  six  million  for 
the  year  ending  June  30,  1867,  and  after  that 
date  to  ten  million  a  month. 

No  direct  We  are  not  surprised  that  the  Secretary  is 
o? rp°Tny  perplexed  by  the  National  bank  bills.  Their 
conse-  greatest  merit  is  also  the  greatest  obstacle  to  their 

quenceto0    ..  ..         «.      -~    .  .„  ,        .        ,, 

gain  by  redemption.*  Being  of  uniform  value  m  all  sec- 
ti°ns  °f  the  C01intry,  with  the  guarantee  of  the 
ten-  public  bonds  for  their  soundness,  why  should 
any  man  want  them  to  be  redeemed?  Why, 
especially,  should  he  want  to  exchange  them  for 
other  notes  not  as  well  secured,  by  ten  per  cent.  ? 
If  we  suppose  to  take  place  an  equal  deprecia- 
tion of  the  bank,  and  of  the  legal  tender  note,  the 
former  would  still  be  worth  one  hundred  cents 
on  the  dollar,  whilst  the  latter  would  be  worth 
but  ninety  cents.  The  quality  of  ' '  legal  tender ' ' 
gives  no  value  except  in  the  rare  case  of  pay- 
ment of  debt  being  demanded  in  gold.  Under 


*  "  National  currency  notes  when  once  put  in  circulation  are 
scattered  from  the  Atlantic  coast  to  the  Rocky  Mountains  and 
from  the  St.  Lawrence  to  the  Gulf.  No  one  ever  looks  to  see  by 
what  bank  the  notes  are  issued,  and,  there  being  no  established 
system  of  redemption,  they  are  not  and  will  not  be  returned  to 
the  bank  of  issue  until  they  become  so  mutilated  as  to  make  them 
difficult  to  circulate."  (Report  of  Comptroller  of  Currency,  p.  11.) 
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these  circumstances  the  personal  holder  of  a  bank 
bill  would  be,  commercially,  a  fool,  to  exchange 
it  for  a  legal  tender  note  of  the  same  face.  If  the 
exchange  were  in  the  reverse  order,  making  the 
bank  note  which  is  the  higher  value,  the  redeem- 
ing medium  for  the  legal  tender,  which  is  the 
less,  the  process  would  be  natural  and  intelligi- 
ble. In  reality  there  is  no  direct  purpose  of  any 
consequence  whatever,  to  be  effected  by  the  re- 
demption of  the  bank  notes  at  New  York.  The 
indirect  purpose,  which  may  be  of  sufficient  con- 
sequence to  justify  the  otherwise  needless  trouble, 
is,  to  restrain  the  banks  from  a  height  of  expan- 
sion in  their  loans  which  would  favor  speculation 
to  the  prejudice  of  solid  interests  ;  but  this  pur- 
pose might  be  as  well  and  more  cheaply  answered 
by  a  legal  restriction  of  loans  to  a  certain  rela- 
tion with  capital. 

The  Secretary  of  the  Treasury  has  been  cen-  The   Sec 
sured  for  not  enforcing  redemption  of  the  bank  ^n^fred 
currency  in  the  eastern  cities — most  likely  with-  without 
out  cause.     If  a  thing  difficult  to  be  done,  carries  cause' 
no  compensation  or  use  with  it  when  done,  it  is 
hardly  worth  while  to  cast  censure  for  its  non-per- 
formance. 

A  very  absurd  theory  is  set  up  by  the  Comp-  Absurd 
troller  of  the  Currency  in  his  sub-report  to  the  the°Trea^ 
Secretary,  with  respect  to  the  treasury  (legal  ten-  ury  about 
der)  notes — that  "  they  originated  in  the  necessi- 
ties  of  the  G-overnment,  not  in  the  necessities  of 
trade  and  commerce" ;  that  "  there  is  no  element 
about  them  in  sympathy  with  the  commercial  and 
industrial  interests  of  the  country" ;  and  that  bank 
notes  "  are  amenable  to  the  laws  of  trade,  while 
the  government  issues  are  not." 
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Mr.  McCullocli  signifies  Ms  entire  concurrence 
with  the  Comptroller  whose  words  and  ideas  are 
a  mere  repetition  or  enlargement  of  his  own. 

It  is  a  new  doctrine  that  the  furnishing  of  sup- 
plies to  the  Government  is  not  a  part  of  "  trade 
and  commerce."  In  agreement  with  this  notion, 
the  man  with  a  spade  in  his  hand  one  day,  wear- 
ing cloth  and  eating  food,  would  be  connected 
with  trade  and  commerce  ;  but  on  the  next  day 
with  a  bayonet  on  his  shoulder,  wearing  the  same 
cloth  and  eating  the  same  kind  of  food,  he  would 
have  no  relations  with  trade  and  commerce  I 
Was  not  all  the  consumption  and  waste  of  the 
war  supplied  by  trade  and  commerce  ?  Was  not 
war  for  the  time  as  much  the  legitimate  business 
of  the  country,  as  the  employments  of  peace  are 
now?  It  might  at  least  be  said  that  to  raise 
wheat,  make  it  into  flour,  and  carry  it  from  Michi- 
gan to  Georgia  to  feed  hungry  men  was  a  part 
of  trade  and  commerce  ;  but  if  some  of  the  bread 
should  be  eaten  by  the  army — what  then  ?  How 
are  the  loaves  to  be  separated  and  distinguished  ? 
The  war  set  actively  to  work  all  the  forges, 
machine  shops,  ship  yards  and  transport  of  the 
country ;  but  in  the  opinion  of  the  Secretary  of 
the  Treasury,  there  was  no  trade  or  commerce  in- 
volved ! — Such  opinions  are  of  little  consequence 
and  con-  in  themselves  ;  but  when  a  policy  of  administra- 
sequent  { jon  COVering  the  country  like  a  cloud  is  founded 

false  con-  .  ,  .  ~. 

elusions,  upon  them,  they  acquire  a  bad  importance.  Since 
the  treasury  notes  were  called  forth  "  not  by  the 
business  necessities  of  the  country,  but  by  the 
necessities  of  a  great  emergency,"  the  conclusion 
is  reached  by  the  Treasury  Department  that 
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"  this  currency  cannot  contract  or  expand  from 
natural  causes."  Hence,  in  pursuance  of  this 
chop  logic,  the  currency  is  to  be  contracted  with- 
out reference  to  natural  consequences  ! 

It  is  disregard  of  commerce  that  makes  the  The 
grand  error  of  our  Treasury  policy.  Again  h 
and  again  we  find  affirmed  in  the  reports  of  the  confi- 
Secretary  the  truth  that  productive  labor  is  the  con>  *' 
source  of  all  wealth,  the  foundation  of  everything  merce- 
valuable  in  the  country  ;  but  no  sooner  does  he 
touch  the  management  of  the  finances,  than  he 
deals  the  most  damaging  blows  to  it,  by  ignoring 
all  connection  between  commerce  and  labor — 
between  the  ships  that  navigate  the  ocean  and  the 
grain  that  grows  upon  our  soil.  The  Treasury 
itself  with  all  its  treasure,  is  the  fruit  of  commerce. 
It  can  exert  influence  on  labor  only  through 
commerce.  It  can  promote  the  return  to  specie 
payments  only  through  commerce.  It  can  do 
nothing  by  the  force  of  law.  It  is  itself  under 
the  force  of  commerce.  It  has  been  obliged  by 
commerce  to  suspend  the  contraction  of  the  legal 
tenders  at  the  slow  rate  even  of  one  per  cent,  a 
month,  notwithstanding  its  assumption  that  this 
currency  is  not  subject  to  "  natural  causes." 

The  Secretary  of  the  Treasury  has  named^6Proposal 
per  cent,  as  the  rate  of  interest  at  which,  in  his  *£  reduce 
judgment,  it  is  most  desirable  that  the  debt  shall  interest 
be  refunded.     It  does  not  appear  that  he  has  any  °*blictlie 
other  reason  for  this  choice  than  the  fact  that  it  bonds. 
will  be    "cheaper  to  the  government"   than  six 
per  cent,  by  twenty-seven  million  of  dollars  a 
year,  and  allow  that  much  reduction  in  the  taxes. 
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This  reason  is  not  sonnd,  and  if  it  were,  it  would 
not  "be  sufficient. 

Thenatu-  The  average  rate  is  now  near  six  per  cent. 
inte1K»t.0f  which  is  the  popular,  and  probably  the  natural 
rate  for  the  United  States.  Economists  recognize 
such  a  thing  as  a  natural  rate  of  interest,  though 
it  may  not  be  easy  to  determine  it  with  precision. 
Of  one  thing,  however,  there  can  be  no  question 
— that  the  circumstances  of  a  country  make  the 
ground  on  which  the  public  bond  rate  should  be 
fixed,  and  that  the  rate  of  one  country  is  no  guide 
for  that  of  another. 

it  is  pecu-  The  circumstances  which,  in  the  United  States, 
chiefly  influence  the  rate  of  interest,  are  connect- 
ed with  the  vast  extent  of  unoccupied  land,  and 
of  undeveloped  resources,  which  invite  enter- 
prise, and  employ  capital.  While  the  shores  of 
labor  still  stretch  out  as  population  advances, 
there  are  no  barriers  to  throw  capital  back  and 
lift  its  level  to  competition  in  numerous  small  or 
peculiar  industries  such  as  are  pursued  in  old 
countries.  It  must  accumulate  to  a  certain 
height,  like  water  in  a  basin,  before  it  can  over- 
flow and  thereby  reduce  its  head.  Reduction  in 
the  common  rate  of  interest  in  a  country  is  the 
sign  of  a  limited  market  for  capital.  Centuries 
may  pass  before  this  point  is  reached  in  the 
United  States. 

A    lower     In  opposition  to  these  views,  the  Secretary  of 

make  the*  ^ie  Treasury  seems  to  think  that  the  government 

public  ere-  has  some  authoritative  power  to  impose  a  rate  of 

£ie.u     a~  interest  on  capital.     He  does  not  suspect  that  a 

proposition  to  refund  our  debt  at  a  much  lower 

rate  than  commerce  is  ready  to  pay  for  money, 
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may,  and  certainly  will  be  an  obstacle  to  its  being 
refunded  at  all  in  a  satisfactory  manner.  If  he 
could  succeed  in  accomplishing  it  at  five  per  cent, 
while  the  legal  rates  run  from  six  in  the  older 
States  to  ten  per  cent,  in  the  newer,  he  would  suc- 
ceed only  in  putting  it  on  an  unstable  basis ; 
for  the  capital  invested  in  it  would  forever  be 
tempted  to  change  by  the  more  profitable  em- 
ployments offered  in  the  market.  Stability  in 
the  price  of  securities  is  the  foundation  of  confi- 
dence, as  dissatisfaction  and  distrust  surely  at- 
tend changeableness  of  price.  What  feeds  specu- 
lation and  gambling  in  stocks  is  the  variation  of 
price  from  day  to  day. 

Independently  of  theory,  there  are  practical 
bearings  and  consequences  contained  in  the  prop- 
osition of  Secretary  McCulloch  by  which  it  may 
be  resolved  with  little  difficulty. 

The  debt  is  already  funded,  however  badly,  at  The  rate 
a  rate  over  six  per  cent.     If  the  Secretary  wishes  ffxed  and 
to  change  this  to  five  per  cent,  he  must  change  cannot  be 
the  capital,  because  he  cannot  arbitrarily  change  c 
the  income  of  people.     His  task  is  to  swap  one 
thing  for  another — not  simply  to  sell  a  new  thing. 
The  holder  of  a  public  bond  of  $1,000  carrying 
six  per  cent,  will  not  take  a  five  per  cent,  bond 
in  exchange  for  it,  at  the  same  face,  but  will  re- 
quire the  capital  to  be  changed  to  $1,200.     If  the 
Secretary  has  an  option  that  enables  him  to  put 
his  foot  on  the  bondholder's  neck  while  he  takes 
the  six  per  cent,  piece  of  the  public  faith  out  of  his 
pocket  and  puts  in  its  stead  a  five  per  cent,  piece 
of  that  faith,  then  the  question  will  have  force — 
what  is  the  public  faith  good  for «    But  an  honest 
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exchange  in  which  neither  party  will  suffer  prej- 
udice would  require  the  principal  to  be  rated  on 
the  income  ;  otherwise  the  rule  of  fair  commerce 
is  violated  and  one  party  will  get  something  for 
nothing. 

^ne  of  tlie  mot*ves  tnat  in(luced  the  Treasury 
'  managers  to  take  up  loans  at  short  dates  and  to 
append  options  to  them,  was,  to  get  the  opportu- 
nity of  refunding  at  lower  rates  of  interest.  There 
is  "but  one  honest  way  of  refunding,  and  that  is, 
by  paying  up  the  old  loan  completely,  and  then 
offering  it  anew  in  the  market.  It  is  a  legitimate 
transaction  in  commerce  to  take  advantage  of 
momentary  fluctuations  to  borrow  at  lower  rates 
when  they  are  depressed ;  but  it  is  understood 
that  the  lender  has  the  same  right  to  call  for 
higher  rates  when  the  fluctuations  turn  in  his 
favor.  The  circumstances  are  very  different  in 
the  case  of  government  loans  which  are  intended 
to  continue  a  long  time.  If  Mr.  McCulloch 
should  advertise  a  five  per  cent,  loan  of  five  hun- 
dred and  fifteen  million  to  replace  the  Five-twen- 
ties coming  due  the  present  year  (1867),  and  suc- 
ceed in  getting  it  at  the  same  face,  it  would  be  by 
the  influence  of  transient  conditions  which,  pass- 
ing away,  would  leave  the  takers  with  their 
bonds  in  hand  at  a  market  reduction  of  the  prin- 
cipal equal  to  the  loss  of  what  the  government 
gains  by  the  transaction  ;  and  they  would  feel 
Reduc-  dissatisfied  with  their  ill  fortune.  The  old  hold- 
the  imto°«  crs  of  the  Five-twenties  who  had  come  forward 
inhere  when  the  government  was  in  a  strait  and  given 
their  capital  at  some  supposed  risk,  likewise 
would  feel  dissatisfied  at  having  their  investment 
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taken  from  them  by  an  "  option,"  just  at  its  most 
profitable  season.  This  would  be  a  mere  trick  of 
management,  the  only  gainers  by  which  would 
be  the  engravers,  brokers,  and  manipulators  of 
the  bonds. 

But  it  would  not  be  an  honest  proceeding  for  Not  hon- 
the  government  to  take  advantage  of  a  transient  ^vern-  e 
state  of  the  market  to  beat  down  the  rate  of  inter-  ^en\  to 
est  on  the  public  bonds.    If  the  rate  of  money  the  inte£ 
becomes  easy,  it  is  mainly  because  of  the  very  est* 
condition  brought  about  by  the  original  advances 
of  the  bondholders,  enabling  the  government  to 
put  down  insurrection  and  reestablish  the  author- 
ity of  the  laws.    This  would  be  turning  the  liber- 
ality and  confidence  of  capital  into  a  weapon  to 
injure  the  capitalist.    It  would  be  no  better  than 
getting  money  on  false  pretences ;  for  if  the  capi- 
talist had  been  told  that  the  first  favorable  oppor- 
tunity would  be  seized  to  reduce  the  interest,  he 
would  not  have  given  as  much  for  the  bond.    It 
is  true  that  the  government  reserved  an  option; 
but  to  avail  itself  fairly  of  that  option,  it  must 
pay  off  the  loan  completely,  and  not  use  the  coer- 
cive influence  of  circumstances  to  renew  it  by 
conversion  without  payment.    It  is  not  payment 
of  a  loan  to  borrow  money  only  to  recontract  it 
at  another  rate,  any  more  than  it  is  payment  to 
take  up  a  promissory  note  by  the  discount  of  a 
new  note. 

Another  point  entitled  to  consideration  is  this —  The  mar- 
that  the  market  having  once  supplied  the  govern-  not  togbe 
ment  with  all  the  loans  it  required,  ought  to  be  ^Jj*1^ 
exempt  from  the  disturbance  of  having  the  same  same 
loans  put  upbn  it  again,  and  in  a  sinister  manner. 
8 
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Let  us  take  for  example  the  Five-twenties  due  in 
1867  amounting  to  $314,780,500.  It  would  be  as 
great  a  disturbance  to  the  market  to  refund  this 
large  sum  as  it  was  to  get  it  funded  in  the  first 
place.  Indeed  it  would  be  a  greater  disturbance, 
because  those  bonds  are  widely  scattered  in  vari- 
ous custody,  many  of  them  representing  trust 
funds,  many  hypothecated,  and  many  being 
assets  of  unsettled  estates.  To  tear  up  invest- 
ments of  this  kind  by  the  roots  merely  for  the 
sake  of  investing  over  again,  and  that  at  a  lower 
rate  of  interest  would  be  to  annoy  and  injure  the 
public  creditors  beyond  measure.  And  it  would, 
as  it  should,  injure  the  public  credit ;  for  what 
certainty  would  there  be  that  another  refunding 
at  a  still  lower  rate  of  interest  might  not  follow 
at  a  future  time. 

A  note  of  If  honesty  is  the  best  policy  in  any  relations  of 
tion  diaby  business,  it  is  so  in  the  money  affairs  of  the  gov- 
the  Secre-  ernment.  The  government  is  without  even  that 
flimsy  apology  common  among  knaves,  that  it 
u  cannot  afford  to  be  honest."  It  cannot  afford 
to  be  dishonest.  The  moment  it  descends  to  trick 
or  indirection  or  concealment,  that  moment  it 
suffers  discredit,  and  in  all  its  transactions  it  is 
met  by  knaves  sharper  than  itself.  The  refund- 
ing of  the  Five-twenties  in  the  manner  described, 
would  put  the  government  in  a  dishonest  relation 
with  its  creditors.  Essentially  it  would  repudi- 
ate a  portion  of  the  interest  due  to  them,  and  in- 
vite repudiation  in  return. 

interest °f  ^ne  of  tlie  lamest  faults  °f  the  Treasury  de- 
cannot  be  partment  in  most  if  not  in  all  its  negotiations  since 
cmp08ethe  I860,  was,  the  endeavor  to  force  a  rate  of  interest 

market. 
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on  the  market.  Delays  and  partialities  were  the 
unavoidable  consequence  ;  and  thence  the  reluct- 
ance of  capital.  One  instance  was  that  of  the 
Ten-forty  loan,  which  being  offered  at  a  rate  less 
favorable  than  the  Five-twenties,  caused  a  specu- 
lation in  the  latter  instead  of  investment  in  the 
former  ;  and  after  a  fruitless  forced  effort,  the 
loan  itself  was  withdrawn.  But  the  whole  mar- 
ket was  injured  by  the  silly  experiment. 

A  fair  and  open  refunding  of  the  whole  body 
of  the  public  debt  at  five  per  cent,  is  doubtless 
practicable  ;  but  the  result  would  be  such  an  in. 
crease  of  the  capital  as  would  make  the  invest- 
ment equal  to  the  present  income  derived  from  it. 
Income  being  the  controlling  term,  the  equiva- 
lents of  kind  are  expressed  as  follows : 

$162,000,000  requires  of  6  per  cent,  bonds  $2,700,000,000. 
$162,000,000  requires  of  5  per  cent,  bonds  $3,240,000,000. 

There  would  then  be  a  greater  mass  for  the  mar- 
ket to  support,  and  the  lower  rate  of  interest  in 
comparison  with  other  investments  would  keep 
a  larger  proportion  of  it  in  the  hands  of  agents 
for  sale,  tending  constantly  to  depress  the  price. 
The  standing  of  the  public  credit  would  be  repre- 
sented by  a  quotation  of  $83.33  for  the  par  of 
$100,  while  for  a  six  per  cent,  stock  it  would  be 
$100  for  $100. 

Mr.  Fessenden,  in  the  only  report  which  he  Liberal 
made  as  Secretary  of  the  Treasury,  December  6,  J}jWSFeJ 
1864,  has  the  following  pertinent  paragraph  :        senden. 

"  It  is  the  province  of  Congress  to  indicate,  and 
determine  upon,  the  terms  that  may  be  offered  to 
those  who  see  invited  to  invest  their  means  in 
government  securities,  and  it  would  seem  both 
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wise  and  prudent  to  make  those  terms  sufficiently 
liberal.  If  our  public  debt  must  necessarily  be 
large,  and  require  a  long  course  of  years  for  its 
liquidation,  its  wide  diffusion  is  most  desirable. 
Such  advantages  should  be  offered  as  will  induce 
all  who  have  anything  to  spare  beyond  the 
amount  required  for  their  own  support  or  use,  to 
invest  that  surplus  or  a  portion  or  it,  in  the  na- 
tional securities.  These  advantages  can  only  be 
found  in  an  increased  rate  of  interest,  an  exemp- 
tion from  public  burdens,  and  security  of  posses- 
sion. What  limit  should  be  fixed  in  either  of 
these  particulars,  it  is  for  the  practical  experience 
and  wisdom  of  Congress  to  ascertain  and  deter- 
mine." (p.  22.) 

titrate  " T*16  ™&e  diffusion"  of  the  public  credit 
would  would  be  opposed  by  a  reduction  of  the  interest 
tfonai^to  five  per  cent.,  especially  in  those  States  where 
jealousy;  the  legal  rate  of  interest  is  eight  and  ten  per 
cent,  as  in  a  great  part  of  the  West  and  South. 
The  people  in  those  regions  would  then  be  sub- 
ject to  the  burden  of  taxation,  only  to  see  the 
collections  sent  away  to  supply  income  to  bond- 
holders at  a  distance — a  process  similar  to  that 
of  exporting  gold  to  pay  interest  on  bonds  held 
in  Europe.  As  we  have  shown  elsewhere,  this  is 
a  positive  loss  of  capital  to  the  taxpayers. 
Hence  might  easily  follow  sectional  jealousy,  and 
a  decline  of  the  feeling  of  unity  and  nationality 
which  it  is  so  desirable  at  the  present  time  to 
encourage. 

and.  con-     A  reduction  of  the  interest  on  the  public  bonds 
centrate    to  five  per  cent,  would  prevent  their  "  wide  dif- 

the  bonds  r  11 

in      few  fusion    in  another  way.     It  would  cut  off  small 

hands,      investers,  who  would    then  prefer  £he    savings 

banks  which  generally  pay  six  per   cent.     It 
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would  cut  off  "the  rank  and  file  of  the  army 
that  has  saved  the  nation — the  working  man  in 
peace,  the  fighting  man  in  war,  on  whose  limited 
investment  six  per  cent,  might  mean  a  mediocrity 
of  comfort,  while  one-fifth  less  would  leave  him 
struggling  in  the  "  Slough  of  Despond."  Tha 
more  personal  the  relation  of  bondholder  is  to 
the  government,  the  safer  is  the  Union — the  more 
secure  is  society  from  revolutionary  disturbance. 
If  the  great  mass  of  bonds  should  get  into  pos- 
session of  banks,  companies,  and  overrich  cap- 
italists, we  might  fall  into  the  condition  of  those 
countries  described  by  Mr.  McCulloch  in  his 
last  report  (p.  10)  "where  national  securities 
become  monopolized  capital  in  the  hands  of 
monied  aristocracies,  who  not  only  absorb  the 
means,  but  give  direction  to  the  sentiment  of  the 
people." 

The  precept  of  "wide  diffusion"  so  happily  Advan- 
stated  by  Mr.  Fessenden  contains  a  profound  ^!usmgf 
thought.     It    makes    available  to  the  national  the  credit, 
credit,  the  natural  circumstances  of  the  people. 
It  adds  economy  to  labor.     It  supplies  the  want 
that  labor  feels  when  it  brings  home  its  wages  ajb 
night,  by  offering  a  productive  * £  laying  up ' '  of 
the  surplus  of  necessary  expenditure,  and  therein 
provides  against  the  waste  that  destroys  charac- 
ter.    It  comprehends  the  most  influential  motive 
and  stimulus  to  the  organization  of  the  family, 
whence  springs  the  organization  of   the  State. 
We  are  charmed  with  its  picture  of  every  social 
occupation  brought  under  the  same  rule  of  order 
by  opposing  the  simple  force  of  opportunity  to 
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the  corruptions  of  extravagance.  In  the  fruitful 
bond  of  one  hundred  dollars,  the  poor  man  may 
find  the  satisfaction  that  a  large  estate  gives  to  the 
rich — the  power  of  governing  the  circumstances 
of  his  family  instead  of  being  oppressed  by  them  ; 
the  ambition  of  decent  and  profitable  connections 
instead  of  idle  and  vicious  habits,  for  his  children 
education  instead  of  ignorance,  and  labor  a  bless- 
ing instead  of  a  curse. 

Tho  The  Comptroller  of  the  currency  informs  us  in 

hold  the  h*8  l^  report  that  the  national  banks  hold  one- 
public  fourth  of  the  entire  mass  of  the  public  debt.— 
oniy  How  long  will  they  continue  to  hold  it,  if  its 
trans-  income  is  to  be  reduced  twenty  per  cent.  ?  They 
hold  this  large  amount  at  present  only  because 
commerce  does  not  need  its  own  capital  for  its 
own  use.  When  the  normal  conditions  of  busi- 
ness are  restored,  the  bonds  will  bo  displaced  by 
the  more  profitable  and  the  more  legitimate  in- 
vestments of  the  current  market.  Even  the  rate 
of  six  per  cent,  will  not  bs  likely  to  prevent  this 
result  because  it  is  commerce  and  not  govern- 
ment that  is  the  reciprocal  interest  of  banks.  If 
the  Secretary  founds  his  project  of  refunding  the 
debt  at  five  per  cent,  on  the  expectation  that 
the  banks,  savings,  and  trust  companies  will 
continue  to  hold  the  public  bonds  in  permanence 
at  that  reduced  rate,  the  sooner  he  gets  rid  of  the 
delusion,  the  better.  The  mortgage  on  real  estate 
is  equally  valid,  and  in  a  supposable  extremity 
more  safe.  The  high  rates  of  interest  in  the  West 
and  South,  the  unbounded  field  for  new  and 
dazzling  schemes  of  enrichment,  and  countless 
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» 

improvements  of  better  promise,  would  banish  a 
five  per  cent,  bond  from  the  popular  markets. 

An  extraordinary  theory  with  respect  to  the  The  Sec- 
resumption  of  specie  payments  is  announced  by  JJS^'of 

Mr.  McCulloch  :  specie  re- 

sump- 
For  the  year  ending  June  30,  1866,  the  imports  of  foreign  tion. 

merchandise  and  specie  amounted  to $423,975,036 

The  exports,  including  specie,  to 415,965,459 

Balance  against  the  United  States $8,009,577 

The  valuation  is  made  in  gold.    So  small  an 
adverse  balance  as  eight  million  gives  no  cause 
for  anxiety.     But  the  Secretary  says  u  to  make 
up  for  under  valuations  and  smuggling,  and  for 
cost  of  transportation  paid  to  foreign  ship-owners, 
twenty  per  cent,  at  least  should  be  added  to  the 
imports,"  by  which  the  balance  is  increased  to 
§100,000,000.     He  then  estimates  the  amount  of  Amount 
American  bonds  held  in  Europe  to  be  six  hun-  J^0^8 
dred  million  :  Europe. 

United  States  bonds $350,000,000 

State  and  municipal  bonds 150,000,000 

Railroad  and  other  stocks  and  bonds 100,000,000 


$600,000,000 

"  It  is  evident,"  says  the  Secretary,  "  that  the 
balances  are  against  us,  and  chiefly  by  the  ex- 
portation of  our  Government  bonds  are  being 
temporarily  and  impr evidently  arranged  ;  tem- 
porarily because  a  large  portion  of  these  bonds 
have  been  bought  on  speculation,  and  will  be 
likely  to  be  returned  whenever  financial  troubles 
in  the  countries  in  which  they  are  held  shall 
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make  it  necessary  for  the  holders  to  realize  updh 
them,  or  whenever  satisfactory  profits  can  be 
made  "by  returning  them,  which  will  be  when  they 
nearly  approach  their  par  value  in  coin  ;  improv- 
idently,  because  they  are  being  purchased  at 
very  low  prices,  and  because  their  exportation 
stimulates  imports,  and  thus  cripples  home  in- 
dustry." 

Fancied  "  Nothing  is  more  certain  than  the  fact  that 
terrors,  there  can  be  no  permanent  resumption  of  specie 
payments  in  the  United  States  until  the  balances 
between  them  and  other  nations  shall  be  made 
easy  by  an  exportation  of  commodities,  including 
the  products  of  the  mines,  equal  at  least  to  our 
importations,  and  until  provision  shall  be  made 
for  returning  bonds,  or  for  preventing  their  return 
at  unpropitious  times."  (Report  0/^1866,  p.  15.) 

The  Secretary  proposes  two  expedients  to  ward 
off  this  threatening  balance  of  seven  hundred 
million. 

First.  uHe  regards  a  redundant  legal  tender 
currency  as  the  prime  cause  of  our  financial 
difficulties,  and  a  curtailment  thereof  indispen- 
sable to  an  increase  of  labor  and  a  reduction  of 
prices,  to  an  augmentation  of  exports  and  a  dimi- 
nution of  imports."  (Same,  p.  12.) 

Second.  He  asks  Congress  for  authority  to 
"  issue  bonds  not  having  more  than  twenty  years 
to  run,  and  bearing  a  low  rate  of  interest,  pay- 
able in  England  or  Germany,"  to  take  up  those 
held  in  Europe  ;  and  expresses  the  opinion  that 
the  holders  will  prefer  a  bond  at  five,  or  even  at 
four  and  a  half  per  cent.,  to  one  at  six  per  cent, 
with  the  interest  payable  in  this  country. 


ADMINISTRATION   OF  THE  TKEASTJEY.  177 

That  the  Secretary  is  on  a  "  false  scent "  in  at-  The  Sec- 
tributing  such  mighty  influence  to  a  contraction  ^fS  °n 
of  the  legal  tender  currency  is  made  probable  at  scent. 
least,  by  what  we  have  heretofore  said  ;  but  even 
if  he  is  correct,  our  hopes  of  relief  from  this  quar- 
ter are  in  a  "  dissolving  view,"  since  he  has 
found  it  necessary  to  suspend  the  very  moderate 
reduction  authorized  by  Congress.  It  is  asserted 
that  the  ' '  speculative  banks ' '  have  defeated  the 
Secretary's  purpose,  and  especially  the  banks  of 
the  West.  That  some  influence  has  been  exerted 
by  those  banks  which  are  making  great  profit 
by  carrying  a  high  loan  line,  may  plausibly  be 
inferred ;  but  there  is  much  more  evidence  to 
show  that  the  main  opposition  comes  instinctive- 
ly from  the  mass  of  occupations,  and  from  those 
pioneer  labors  which  are  stretching  our  grain 
fields  towards  the  Rocky  Mountains,  and  press- 
ing Northern  enterprise  southwardly  of  the  Ohio 
river.  It  is  unjust  and  untrue  to  allege  that  the 
banks  generally  are  expanded  beyond  prudence, 
while  half  their  loans  consist  of  government  se- 
curities. The  inevitable  consequence  of  the  con- 
traction of  legal  tenders  will  be  to  put  these  se- 
curities on  sale  because  they  are  the  most  easily 
convertible  part  of  bank  resources ;  and  hence 
it  is  that  their  price,  and  the  price  of  stocks  gen- 
erally, decline  when  contraction  begins. 

When  a  system  of  credit  is  no  more  extended  The  legal 
than  is  needful  to  the  wants  of  business,  an  effort  substitute 
to  contract  any  part  of  it  will  either  force  a  com-  for  gold, 
pensation  from  the  other  parts,  or  the  whole  will 
be  distressed.     The  legal  tenders  are  as  gold  to 

the  banks.     No  sooner  are  they  touched  than  the         • 

8* 
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whole  system  thrills  as  it  was  wont  to  do  formerly 
when  bill  holders  began  to  run  for  specie.  In 
short  the  contraction  of  legal  tenders  by  the  gov- 
ernment, while  it  seizes  the  gold  of  commerce  and 
locks  it  up  in  the  Independent  Treasury,  is  equiv- 
alent to  a  run  for  specie  on  the  banks  ;  and  while 
the  banks  "  hold  one  fourth  of  the  entire  indebt- 
edness of  the  United  States,"*  it  is  a  run  of  the 
government  on  its  gwn  creditors  ! 

Unfair  The  scheme  of  issuing  new  bonds  for  the  Euro- 
pean market,  to  take  up  the  old  ones  now  held 
by  it,  is  worse  than  trivial ;  and  nothing  could  be 
more  sure  to  excite  distrust,  and  to  demoralize 
that  part  of  our  credit  than  the  reduction  of  the 
interest  upon  them.  Hardly  have  these  bonds 
found  a  resting-place,  and  begun  to  win  the  con- 
fidence of  investers  in  Europe,  when  the  Secretary 
of  the  Treasury  proposes  to  cut  down  their 
income  twenty-five  per  cent. !  What  is  such  a 
measure  in  effect,  but  to  cut  down  the  capital  of 
the  bonds  to  three-fourths  of  its  present  amount  ? 
The  bare  suggestion,  officially  laid  before  Con- 
gress will  afford  a  ground  for  sharpers  to  rouse 
the  fears  of  the  holders  and  to  wheedle  them  out 
of  their  investment  at  any  price  they  may  choose 
to  offer.  Our  government  will  be  charged  with 
designs  of  repudiation.  Most  of  the  bondholders, 
being  ignorant  of  our  language  may  easily  be 
duped  by  the  falsehood,  and  as  easily  kept  igno- 
rant of  its  denial. 

The  supposition  of  the  Secretary  is  that  the 
European  holders  will  give  up  twenty  or  twenty- 

*  Comptroller's  Report,  p.  x. 
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five  per  cent,  of  their  income  for  the  sake  of  hav-  A  mon- 
ing  their  coupons  payable  in  Europe  instead  of 
in  the  United  States.  That  is  to  say,  they  will sion- 
give  a  commission  of  four  or  five  million  of  dol- 
lars a  year  for  the  collection  of  twenty-one  mil- 
lion of  interest ;  or  they  will  agree  that  their  three 
hundred  and  fifty  million  of  Ibonds  shall  be 
reduced  to  twq  hundred  and  sixty  million  !  We 
cannot  believe  that  the  Secretary  has  considered 
the  serious  bearings  of  this  extraordinary  propo- 
sition. 

The  argument  in  favor  of  a  European  bond, 
is,  briefly,  that  being  payable  in  Europe,  it  can- 
not  be  put  on  the  home  market  for  sale.     But  against 
how  is  this  secured  \    May  not  a  capitalist  in  the  payable 
United   States  as  well  hold  bonds  payable  inin'Eu- 
Europe,  as  a  capitalist  in  Europe  hold  bonds rope' 
payable  in  the  United  States  ?    The  profit  of  the 
holding  will  govern  the  case  in  spite  of  even  an 
Act  of  Congress.     Again,  it  is  supposable  that  a 
bond  will  command  a  price   according  to  the 
extent  of  the  market  in  which  it  is  negotiable* 
If  not  negotiable  in  the  United  States,  as  we  sup- 
pose it  to  be.  it  would  inevitably  be  held  in  lower 
esteem  by  capitalists  anywhere.     It  seems  little 
better  than  a  trick  to  attempt  to  put  our  bonds 
abroad  that  they  may  not  trouble  us  at  home. 
Fortunately,  Congress  does  not  appear  disposed 
to  act  on  the  suggestion  of  the  Secretary ;   and 
the  national  credit  is  not  likely  to  be  put  in 
a  begging  attitude  for  foreign  help. 

"  Nothing  is  more  certain,"  says  Mr.  McCul- 
loch,  %tthan  the  fact  that  there  can  be  no  per- 
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Hopeless-  manent  resumption  *  *  until  provision  shall 
re^ump-  ^e  made  for  returning  bonds,  or  for  preventing 
tion  their  return  at  unpropitious  times." 
p?an  of  This  is  a  new  complication.  We  may  despair 
the  Secre-  entirely  of  ever  being  able  to  resume  specie  pay- 
ments on  this  ground.  According  to  the  Sec- 
retary's show  we  have  a  bond  balance  against  us 
of  six  hundred  million  of  dollars !  We  cannot 
accept  his  theory,  however,  as  being  well  founded 
either  in  commercial  probabilities,  or  in  any 
known  principles  of  human  conduct.  The  owners 
of  property  do  not  generally  hasten  to  sell  it  in 
proportion  as  it  comes  to  be  of  more  permanent 
and  unquestioned  value.  These  are  the  terms  on 
which  the  Secretary  builds  his  estimates  and 
determines  the  policy  of  the  Treasury — that  the 
very  circumstances  by  which  our  bonds  will  be 
made  a  better  security,  will  cause  people  to 
hasten  and  get  rid  of  them.  It  might  have  oc- 
curred to  him  that  these  circumstances,  which 
embrace  the  general  improvement  of  our  affairs 
at  home,  would  give  us  the  means  to  bring  back 
the  investment  quite  as  fast  as  it  would  be 
offered  to  our  market ;  and  also  that  there  can 
be  no  price  of  repurchase  forced  upon  us.  If  we 
purchase  at  all,  it  must  be  voluntarily.  If  we 
do  not  incline  to  purchase,  or  have  not  the  means, 
the  whole  mass  of  six  hundred  million  might 
lie  in  the  chests  of  agents  in  Wall  street  as 
quietly  as  it  now  reposes  in  "  London  or  Frank- 
fort." So  long  as  they  remained  unsold  these 
bonds  could  not  weigh  a  feather  in  the  scale  of 
the  foreign  exchange. 
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Finally,  the  six  hundred  million  of  American  Bonds 
bonds  now  held  in  Europe,  are  in  the  exact  re- 
lation  of  that  amount  of  merchandise  or  any  other  not 
transportable  property.  Our  market  cannot  j^Qingo  u. 
forced  to  take  them,  nor  can  our  government,  nor  A*  imp  on 
is  there  any  obligation,  commercial  or  moral, 
resting  on  either  to  do  so.  They  do  not  threaten 
our  exchange,  nor  can  they  possibly  enter  into 
it,  excepting  so  far  as  the  annual  interest  on  them 
is  concerned.  The  whole  mass  of  this  terrible 
avalanche  of  six  hundred  million  of  foreign  lia- 
bility, is  therefore  a  mere  figure  in  the  brain  of 
our  Secretary — an  imp  on  the  wall,  and  nothing 
more. 

Nor  do  we  perceive  the  force  of  the  statement 
that  the  real  balance  in  commercial  account  for 
the  year  ending  June  30,  1866,  was  one  hundred 
million,  instead  of  eight  million  as  shown  by  the 
figures.  If  it  had  been  so,  the  rate  of  exchange 
would  have  reflected  it,  as  surely  as  the  ther- 
mometer tells  the  heat  of  the  sun. 

The  resumption  of  specie  payments  involves  of  specie 
the  question  of  the  proper  function  of  gold  in 
commerce,  and  hence  the  proper  manner  of  treat- 
ing it  by  the  Treasury.     On  the  latter  point  in 
our  judgment  .turns  almost  everything  else. 

A  supposed  necessity  governs  the  present  treat-  The  cost 
ment  of  gold  by  our  Treasury.     We  are  obliged  £jrf ^ 
to  pay  the  interest  on  the  public  bonds  in  coin  ;  the  Cus- 
and  it  is  a  very  plausible  way  to  get  coin  to  stop  House. 
it  at  the  customs.     At  first  sight  it  looks  as  if  we 
were  getting  it  without  paying  the  currency  pre- 
mium upon  it.    But  such  is  ntft  the  fact.     That 
premium,  whatever  it  is,  being  added  to  the  price 
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of  the  merchandise  on  which  the  duty  is  paid,  it 
falls  on  the  consumer  ;  and  thus  it  is,  that  the 
labors  of  production  are  forced  to  pay  for  all  the 
gold  imported  into  the  country  under  the  name 
paid  for  of  duties.  The  result  is  the  same  as  if  the  duties 

by  pro-  .  ,    . 

auction,  were  paid  in  paper  money,  and  the  government 
bought  gold  in  Europe  to  pay  interest  on  its 
bonds.  Or  it  is  the  same  as  if  the  duties  were 
increased  by  the  amount  of  the  premium,  and  the 
government  bought  gold  at  uthe  den"*  in  Broad 
street.  To  this  it  comes,  put  the  case  as  we  may 
—  that  the  government  supplies  the  aliment  that 
keeps  alive  the  speculation  in  gold,  by  cutting  it 
off  at  the  customs,  and  withholding  it  from  the 
financial  system,  letting  it  out  only  that  it  may 
pass  again  over  the  barren  circuit  of  a  mere  trade 
in  the  commodity. 

The  trade     Js   it    conceivable    that    this  particular   sub- 
monopoly  stance  may  not  like  any  other,  be  made  the  sub- 


°^  monoP°ly  fay  a  combination  of  capital  and 
the  gov-  of  circumstances  that  shall  control  and  keep  it 
eminent,  -^ft^n  fae  power  of  comparatively  a  few  people  ? 
Have  we  not  frequently  seen  the  same  process 
carried  with  grain,  cotton  and-  other  great  sta- 
ples \  —  never,  it  is  true,  on  a  scale  of  such  magni- 
tude as  that  which  is  now  applied  to  the  gold 
market,  but  considering  the  means  employed, 
perhaps  with  equal  effect.  The  combination  in 
this  instance  embraces  the  Independent  Treasury 
with  its  continuous  absorption  from  commerce  of 
one  hundred  million  of  dollars  ;  this  large  amount 
not  simply  weakens  commerce  by  its  direct  loss, 

*  This  is  the  popular  epithet  of  the  Gold  Exchange,  suggested 
by  the  likeness  of  the  confused  shoutings  and  cries  of  the  dealers, 
to  the  noise  of  a  den  of  wild  beasts. 
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"but  becomes  a  capital  in  the  interest  of  the  gold 
dealers.  It  doubles  its  power  by  weakening  the 
system  from  which  it  is  withdrawn  and  adding 
itself  to  the  combination  against  that  system.  It 
has  to  aid  it,  the  continued  uncertainty  and  the 
distrust  that  belongs  to  a  state  of  revolution  not 
yet  overcome  ;  the  apprehension  of  a  possible 
renewal  of  civil  troubles  in  some  shape  ;  the  disor- 
ganized condition  of  the  general  mass  of  the  pub- 
lic credit ;  the  obscurity  that  covers  the  finances ; 
an  inefficient  or  secret  policy  in  the  treasury ;  and 
the  money  and  credit  capital  of  the  dealers.  All 
these  elements  are  solidly  combined  and  directed 
by  the  powerful  instinct  of  gain,  to  support  and 
perpetuate  the  dealings  in  gold  as  an  independent  it  is 
and  self-sustaining  trade.  How  completely  this 
trade  has  taken  possession  of  the  minds  of  men, 
is  indicated  by  the  number  and  respectability  of 
those  engaged  in  it,  and  by  the  popular  concession 
that  it  is  as  legitimate  and  as  honorable  as  any 
other  trade.  It  is  perfectly  sterile  in  itself,  and 
as  purely  a  method  of  gambling  as  the  faro  table, 
subject  to  no  laws  whatever,  and  wholly  moved 
by  the  expertness*  of  those  who  practice  it.  * 

*  The  following  description  and  characterization  of  the  trans- 
actions in  gold,  is  from  the  Report  of  Mr.  Fessenden,  in  1864, 
p.  22  : 

"In  the  course  of  a  few  days  the  price  of  this  article  rose  from 
about  $1.50  to  $2.85  in  paper  for  $1.00  in  specie,  and  subsequently 
fell  in  as  short  a  period  to  $1.87,  and  then  again  rose,  as  rapidly, 
to  $2.50 ;  and  all  without  any  assignable  cause  traceable  to  an 
increase  or  decrease  in  the  circulation  of  paper  money,  or  an 
expansion  or  contraction  of  credit,  or  other  similar  influence  on 
the  market,  tending  to  occasion  a  fluctuation  so  violent.  It  is 
quite  apparent  that  the  solution  of  the  problem  may  be  found  in 
the  unpatriotic  and  criminal  efforts  of  speculators,  and  probably 
of  secret  enemies,  to  raise  the  price  of  coin,  regardless  of  the  injury 
inflicted  upon  the  country,  or  desiring  to  inflict  it.  All  such 
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The  ground  on  which,  we  allege  the  gold  held 
by  the  Independent  Treasury  to  be  a  capital 
arrayed  on  the  side  of  the  dealers  in  it,  is  the 
same  as  that  which  applies  to  any  other  stock 
so  held  in  sequestration.  The  monopolist  and 
speculator  in  grain  asks  no  more  than  that  the 
general  supply  shall  be  kept  out  of  the  market. 
It  is  not  material  that  it  be  in  his  own  hands — 
so  much  the  better  if  it  be  held  by  others,  leaving 
his  own  capital  free  to  deal  in  its  floating  remain- 
ders. In  the  case  of  gold,  the  government  fur- 
nishes the  capital  that  would  otherwise  be  neces- 
sary for  the  dealers  themselves  to  possess  ;  and 
all  fears  of  its  retirement  from  the  business  are 
allayed  by  the  fact  that  it  is  sequestered  by  law. 
The  terms  of  dealing  are  reduced  to  near  cer- 
tainty ;  for  the  accessions  to  the  stock  in  hand 
and  the  subtractions  from  it  are  a  matter  of 
record. 

The  inde-     Let  the  direct  assault  of  this  plan  of  action  on 

Treasury  the  productive  labors  of  the  country  be  closely 

of  deal86    °^serve(^     It  is   self-evident  that  those  labors 

ings  in     must  pay  first  for  their  own  cost  and  expenses, 

£°ld-        then  for  every  thing  that  is  brought  to  us  from 

other  nations.     They  are  therefore  charged  with 

the  premium  on  all  the  gold  imported,  as  we 

have  already  shown,  in  a  perpetual  drain  ;   and 

they  are  compelled  to  stand  at  a  distance  while 

seeing  themselves  balked  of  its  return  to  rein. 

attempts  should  be  indignantly  frowned  upon  by  a  patriotic  com- 
munity, and  the  efforts  of  all  good  citizens  invoked  to  counteract 
such  nefarious  schemes.  A  law,  providing  for  the  exemplary 
punishment  of  combinations  for  such  a  purpose  might  tend  to 
vindicate,  if  it  could  net  fully  protect  the  public  rights  in  this 
regard,  and  should  be  so  far  as  possible  rigidly  enforced." 
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orate  their  spent  energy,  silent  and  helpless 
against  the  barren  circuit  in  which  it  is  confined 
by  the  sheer  unprincipled  force  of  gambling.  A 
parallel  case  would  be  that  of  an  individual 
sending  his  crops  to  market  and  having  the  pro- 
ceeds of  their  sale  arrested  at  his  gate  and  turned 
away  to  supply  the  profits  of  a  trade  in  which  he 
has  no  share  and  which  continually  robs  him, 
instead  of  being  allowed  to  add  those  profits  to 
his  capital  for  the  enrichment  of  his  land  and  the 
reinforcement  of  his  labors. 

And  how  long  may  this  unnatural  circle  exist  ?  Gambling 
It  is  impossible  to  say.  To  carry  any  system  o 
falsity,  it  is  required  only  to  surround  it  with  the 
chances  of  profit.  The  hazards  of  loss  have  little 
influence  to  arrest  the  passion  for  gain.  The 
misfortunes  of  one  hour  are  compensated  by 
hopes  for  the  next ;  and  if  the  examples  of  great 
capitals  lost  in  spite  of  discretion  and  shrewd 
management  are  numerous,  those  of  great  capi- 
tals won  by  reckless  daring  without  a  cent  to 
begin  with,  are  scarcely  less  so. 

A  justification  or  defence  of  the  gold  dealings 
has  been  attempted  by  asserting  the  right  of  a  comfnonS 
man  to  buy  and  sell  any  commodities  he  may  ri 
choose,  and  by  the  collateral  assertion  that  gold 
in  trade  is  not  different  from  copper,  iron,  or 
grain.  But  if  we  might  grant  the  individual  right 
claimed,  we  shall  oppose  to  it  that  which  is 
greater — the  social  right.  It  is  but  half  the  rule 
to  name  the  right  of  one  man  without  also  nam- 
ing the  right  of  every  other,  of  which  society  is 
the  natural  guardian.  Again,  while  in  some  rela- 
tions gold  is  a  commodity,  in  the  science  of  econ- 
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omy,  it  is  different  from  every  other  commodity, 
by  the  simple  fact  of  its  being  the  only  common 
instrument  for  the  discharge  of  debt.  Every  one 
who  has  a  debt  to  pay  and  the  means  to  pay  it, 
by  virtue  of  these  means  has  a  title  to  the  use  of 
Gold  be-  gold  for  that  purpose.  In  other  words,  gold 
tho^mar-  being  adopted  by  the  world  as  a  universal  solvent 
not  tcTin  °^  ^e^>  ^  belongs  to  that  use  of  it,  and  not  to  any 
dividuais.  miser' s  or  gambler' s  hoard.  To  take  it  out  of 
that  use,  is  an  injury  to  the  common  business  of 
life.  This  argument  against  the  personal  owner- 
ship of  gold  as  a  commodity,  is  signified  by  the 
circumstance  that  the  supply  of  it  in  any  place  is 
the  result  of  the  whole  body  of  transactions.  A 
single  man  in  a  community  may  acquire  large 
wealth,  but  he  cannot  acquire  gold  unless  it  is 
brought  to  him  by  the  favorable  balance  of  the 
aggregates  of  commerce  ;  and  these  being  depend- 
ent on  productive  labor,  its  abstraction  is  a 
breach  of  natural  as  well  as  of  social  laws,  and  a 
crime  against  the  State. 

The  gov-  A  direct  complicity  of  the  government  with  the 
in^ompH-  trade  in  g^d-  w&s  established  under  the  adminis- 
city  with  tration  of  the  Treasury  by  Mr.  Chase  in  the  issue 
ins  in  of  "gold  certificates,"*  with  a  design  to  furnish 
facilities  for  the  payment  of  duties.  These  certif- 
icates were  given  out  for  deposits  of  gold  in  the 
Independent  Treasury,  which  gold  was  repayable 
on  demand  without  interest.  They  were  a  con- 
venience in  the  custom-house,  and  being  of  the 
same  denominations  above  twenty  dollars  as  the 
United  States  notes,  were  used  also  in  payment 

*  Under  the  Loan  Act  of  March  3,  1863. 
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of  interest  on  the  public  debt.  But  they  were 
saleable  in  the  market  as  gold,  and  almost  imme- 
diately became  the  stock  in  trade  of  the  gamblers. 
If  a  merchant  had  duties  to  pay,  he  was  com- 
pelled to  be  a  customer  of  "the  den."  The  circu- 
lation of  these  "gold  certificates"  between  the 
Treasury  of  the  United  States  and  "the  den" 
was  represented  by  the  item  among  the  receipts 
of  the  year  ending  June  30,  1866,  of  $98,493,660. 
And  the  amount  in  issue  set  down  in  the  synopsis 
of  the  debt  at  that  date  is  $10,713,180. 

The  singular  manner  in  which  these  "  gold  cer-  Boys  gam- 
tificates"   stimulated  the  passion  for  gambling  goicfcerti- 
does  not  reflect  much  credit  on  their  inventor.  ficates- 
In  the  window  of  "the  den"  where  the  dealings 
were  going  on,  was  arranged  a  sign  board  on 
which  was  marked  for  the  information  of  out- 
siders, the  momentary  changes  of  price  that  took 
place  within.     On  the  opposite  curb,  among  a 
crowd  of  larger  dealers,  might  be  seen  a  number 
of  half-grown  boys  with  "gold  certificates"  in 
their  hands,  engaged  in  the  retail  branch  of  the 
business  ;  and  it  might  be  a  scandal  to  say  that 
they  were  less  respectable  than  the  wholesale 
dealers. 

We  have  described  the  arrest  of  gold  at  the  The  se- 
customs,  as  a  supposed  necessity,  for  the  payment  ^orfo? 
of  interest.  That  it  ever  was  a  positive  necessity  gold 
may  fairly  be  questioned.  There  are  reasons  for  ed 
believing  that  the  cost  of  buying  it  in  open  market  sity 
would  have  been  less  than  that  of  providing  it  in 
the  manner  that  was  adopted.  There  is  little 
weight,  however,  to  be  given  to  retrospective  rea- 
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sonings  in  such  a  case.  That  there  is  an  absolute 
necessity  for  continuing  the  practice  henceforth, 
is  not  apparent ;  and  the  first  step  towards  getting 
beyond  it,  is  to  abandon  that  opinion. 

We  must  at  some  time  or  other  return  to  a 
belief  in  the  self-regulating  ability  of  commercial 
interests. 

The  gov-  The  assumption  that  it  is  the  government  which 
doe^not  nas  *ne  leading  hand  towards  specie  payments 
hold  the  has  no  support  whatever  in  the  history  of  our 
hand  in  finances.  Whenever  the  government  has  inter- 
commerce  fered  ^th  commerce  and  generally,  to  the  extent 
of  its  interference,  it  has  done  mischief  and  not 
good.  "Water  does  not  more  naturally  seek  a 
level,"  says  Mr.  McCulloch,  "than  does  specie 
flow  from  one  nation  to  another  for  the  payment 
of  balances  created  by  an  unequal  exchange  of 
commodities."  This  is  to  say  that  the  resump- 
tion of  specie  payments  depends  on  a  credit  bal- 
ance in  our  commerce  with  other  nations.  Is  it 
the  government  that  directs  our  trade  ?  Can  the 
government  command  crops  to  grow,  manufac- 
tures to  flourish  and  ships  to  sail  ?  Can  it  direct 
individuals  in  their  occupations  ?  Can  it  under- 
take to  preside  over  all  our  banks,  trust  and 
insurance  companies,  railways,  and  the  infinite 
operations  of  capital  in  private  hands  I  It  may 
indeed,  injure  these,  by  unwise  legislation,  and 
the  bad  administering  of  its  proper  functions ; 
but  its  direct  power  over  the  mass  of  affairs  that 
make  up  our  commercial  account  with  other 
nations  is  a  cypher.  The  people  must  sink  to  a 
low  point  of  capacity,  when  a  few  hundred  poli- 
ticians at  Washington  may  be  supposed  to  have 


ADMINISTRATION   OF  TITE  TREASURY.  189 

more  brains  than  all  the  millions  of  practical  and 
business-bred  men  who  are  carrying  forward  our 
great  scene  of  labor  and  enterprise. 

Our  Government  cannot,  does  not,  and  will  not  The  wis- 
lift  a  hand  to  assist  or  direct  the  vast  arrange-  themuiti- 


ments  of  our  national  society.     No  Congress  can  *? 

nor  to  tli0 

assemble,  whose  collective  wisdom  will  not  be  far  wisdom 
inferior  to  the  wisdom  of  the  multitude.     To  this  °Lc°n~ 

KTC0B* 

multitude  we  must  look  for  that  gradual  or- 
ganization in  details  which  an  enlightened  self- 
interest  carries  steadily  forward  in  every  branch 
of  activity,  from  the  plough  in  the  furrow  to  the 
laden  ship  on  the  ocean  with  its  bill  of  exchange 
turning  the  commercial  balance  in  our  favor. 

The  best  and  indispensable  function  of  our  G-ov-  The  best 
ernmentatthe  present  time,  is  therefore,  to  correct  ofSiegov- 
its  own  management  of  public  affairs  so  that  it  eminent. 
shall  cease  to  conflict  with  the  natural  laws  and 
methods  of  commerce.    No  apology  will  be  ex- 
pected for  the  repetition  of  this  idea  in  the  vari- 
ous shapes  that  it  is  presented,  and  as  often  as  it 
fits  our  general  argument. 

The  organization  of  commerce  is  an  antecedent  Comm'rce 
necessity  to  the  resumption  of  specie  payments,  *er  of  spe- 
and  is  to  be  brought  about  by  a  number  of  co-  cie. 
operating  measures,  the  complete  success  of  each 
being  dependent  on  the  action  of  all. 

We  now  repeat,  that  at  some  time  or  other  we  The  gold 
must  return  to  a  belief  in  the  ability  of  commerce  5£e^® 
to  take  care  of  itself  —  and  this  for  the  purpose  of  ought  to 
indicating  what  appears  to  us  the  true  and  wi 
Bourse  to  pursue  with  respect  to  the  supplies  of  kets. 
gold  through  the  custom  house.    That  these  sup- 
plies ought  to  go  into  the  custody  and  manage 
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ment  of  commerce  is  too  plain  to  be  disputed. 
The  only  point  of  dispute  relates  to  the  method 
of  getting  them  there.  We  assume  that  the  first 
effect  would  be  to  strengthen  our  commercial  sys- 
tem and  put  it  on  the  defensive  against  adverse 
exchanges  with  foreign  countries.  To  throw  a 
current  volume  of  one  hundred  million  of  gold 
into  the  hands  of  labor  and  trade,  instead  of  leav- 
ing it  in  the  stock  of  a  vast  and  disturbing  specu- 
lation must  have  an  immediately  beneficial  influ- 
ence on  the  whole  body  of  interests  in  the  coun- 
try. The  flow  by  the  customs  would  go  on  with- 
out interruption.  The  private  hoards  of  specie 
would  be  added  to  the  common  stock.  And  the 
only  possible  disadvantage  to  be  apprehended 
by  the  Government  would  be,  the  necessity  of 
buying  coin  to  pay  interest  on  its  bonds.  But 
this  would  be  no  more  than  it  now  does,  as  we 
have  demonstrated.  And  even  if  it  should  be  put 
to  double  the  cost  of  the  present  method  of  supply, 
that  would  be  of  little  consequence  against  the 
advantage  reflected  on  the  whole  mass  of  our  in- 
terests by  so  great  a  step  towards  the  normal  con- 
ditions of  trade  and  exchange. 

Comm'rce     Most  of  the  gold  in  the  country  is  in  political 
rainuar-  cus^O(iy.     Can  there  be  any  doubt  that  commerce 
dian.        would  be  its  better  guardian  ?    It  is  now  sequest- 
ered in  vaults,  banks,  and  private  chests  as  a 
commodity,  barren  in   its  nature,  and  fruitful 
only  in  the  injury  that  it  reflects  on  every  useful 
employment.     Commerce  would  make  it  active, 
make  it  give  life  to  our  common  labors,  econo- , 
mize  it  and  renew  its  depletions. 
The  alternate  contraction  and  expansion  of 
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the  currency  by  banks  has  always  elicited  severe  Evils  of 
strictures  from  the  mercantile  community.     The  f^^" 
Bank  of  the  United  States  under  the  direction  of  the  cur- 
Mr.  Biddle  was  frequently  denounced,  at  onere 
time  for  withholding  its  notes,  at  another,  for 
throwing  them  out  too  liberally.     The  Bank  of 
England  has  incurred  the  same  censure.    One  of 
the  objects  of  the  famous  Bank  Act  of  1844  was 
to  prevent    such  fluctuation  of   the    currency. 
Sir  Robert  Peel  said — 

u  There  is  no  contract,  public  or  private,  no 
engagement  national  or  individual,  which  is  un.- 
affected  by  it.  The  enterprises  of  commerce,  the 
profit  of  trade,  the  arrangements  made  in  all  the 
domestic  relations  of  society,  the  wages  of  labor, 
pecuniary  transactions  of  the  highest  amount  and 
the  lowest,  the  payment  of  the  national  debt,  the 
provision  for  the  national  expenditure,  the  com- 
mand which  the  coin  of  the  smallest  denomina- 
tion has  over  the  necessaries  of  life,  are  all 
affected  by  the  decision  to  which  we  may  come 
on  this  great  question." 

The  extent  of  fluctuation  caused  by  the  Bank 
of  England,  which  called  forth  these  imposing 
words,  did  not  exceed  two  or  three  million  of 
pounds  sterling  in  the  course  of  years. 

The  National  Treasury  though  not  a  bank  in  The  treas- 
name,   exerts  the  function   of   a    bank  in  the  ]J 
hoarding  and  paying  out  of  currency.     On  the tion- 
first  day  of  July,  1863,  it  held  a  balance  of  money 
on  hand  of  over  five  million  of  dollars :  in  July, 
1864,  it  had  a  balance  of  near  one  hundred  mil- 
lion ;  in  July,  1865,  it  was  less  than  one  million  ; 
two  months  later,  it  was  eight  million.    In  1866, 
on  the  first  of  July,  it  was  one  hundred  and 
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thirty-three  million  ;  on  the  first  of  October, 
one  hundred  and  thirty-two  million,  and  on  the 
thirty-first  of  the  same  month,  one  hundred  and 
thirty  million.  The  fluctuation  of  the  earlier  of 
these  dates  was  doubtless  caused  in  part  by  the 
payment  of  loans  into  the  Treasury,  but  that  of 
the  latter  dates  was  normal  to  the  method  of 
business. 

Room  for  Between  the  periods  for  paying  out  the  interest 
tiontua  there  is  an  accumulation.  The  am  ount  of  inter- 
est for  the  year  ending  June  30,  1866,  was  one 
hundred  and  thirty-three  million.  On  such 
figures  the  balances  might  readily  fluctuate  suffi- 
ciently to  cause  serious  inconvenience  to  business. 
The  doctrine  of  the  treasury  has  been  that  com- 
merce has  no  right  to  the  use  of  the  "  public 
funds"  and  ought  not  to  depend  on  them  ;  but 
they  are  converted  into  private  funds  by  dis- 
bursement and  the  evil  of  fluctuation  remains, 
changed  only  in  form,  not  in  amount.  Sub- 
tracting the  foreign  interest,  and  estimating  the 
accumulations  as  subject  to  distribution  in  quar- 
terly periods,  the  fluctuation  will  be  near 
thirty  million ;  and  the  other  disbursements  of 
the  government  added,  will  increase  it  to  at  least 
forty  million. 

It  is  apparent  that  the  country  is  destined  to 
suffer  immeasurable  injury  by  the  policy  of  the 
national  treasury,  in  a  forcible  stagnation  of  near 
one  hundred  and  fifty  million  of  dollars  ;  for  in 
addition  to  the  balance  reported,  there  are  inter- 
nal revenue  collections  held  in  transit,  and  other 
funds  between  the  treasury  and  a  final  distribu- 
tion into  the  channels  of  trade.  It  is  to  be  feared 


ADMINISTRATION   OF  THE  TREASURY.  193 

that  the  fluctuation  of  the  funds  will  keep  up  a 
permanent  disturbance  in  the  markets. 

How  is  this  fluctuation  to  be  prevented  ? 

Answer.  In  no  other  possible  way  than  by  mak- 
ing  the  transactions  of  the  treasury  a  part  of  the  tion  to  be 
general  finances  of  the  country  ;  and  this  can  ^ve 
be  done  only  by  adopting  banks  as  the  agency 
for  the  custody  and  disbursement  of  the  public 
funds.  Through  the  banks,  these  funds  would 
be  restored  to  their  proper  function  as  the  instru- 
ment of  commerce,  and  the  credit  in  account 
created  by  them  would  be  a  part  of  the  general 
credit  held  in  restraint  by  the  clearing  house. 
Thus  the  whole  volume  of  the  finances  would 
weigh  in  the  exchange  with  foreign  countries, 
and  a  vast  economy  would  be  the  result. 

The  loss  by  an  adverse  exchange  is  always  Loss  by 
reflected  on  productive  labors,  as  is  plain  from  exchange. 
the  fact  that  so  much  more  of  gold  or  its  equiva- 
lent must  go  to  pay  our  foreign  debt. 

It  is  affirmed  in  defence  of  the  Independent  Weak  de- 
Treasury,  that  whatever  balance  it  holds  is  at 
the  same  time  a  check  on  the  general  credit  by  pe 
obliging  the  banks  to  keep  so  much  more  of 
reserve  on  hand,  and  a  strength  to  the  market 
because  in  case  of  distress  the  funds  may  be  "  let 
out"  for  its  relief.  This  is  a  dangerous  delu- 
sion. It  might  be  less  so  when  the  necessities  of 
the  government  were  small,  but  when  they  are 
large,  a  time  of  commercial  weakness  would 
imperil  the  collection  of  revenue,  and  make  the 
Treasury  reluctant  to  part  with  its  means,  except 
by  the  regular  disbursements. 

It  will  be  kept  in  mind  that  the  plan  of  liqui- 
9 


ndent 
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The  bai-  dation  proposed  as  a  part  of  our  general  system 
be'kejrt*7  °^  finance  will  reduce  the  balances  of  the  Treas- 
down.      UTy  to   a  very  low  point  compared  with  their 
present  magnitude.     And  these  balances  ought 
to  carry  with  them  the  obligation  of  advances  to 
the  government  up  to  a  certain  amount,  in  case 
»         of  need,  as  is  required  by  the  British  Govern- 
ment of  the  Bank  of  England.     The  deposits 
would  then  be  a  legitimate  term  in  commerce, 
and,  as  a  basis  of  loans  would  be  less  fluctuating 
than  individual  deposits.     As  a  consequence  the 
restrictive  action  of  the  clearing  house  would  be 
directed  against  the  more  variable  part  of  com- 
mercial credit,  and  the  market  generally  would 
be  characterized  by  more  stability. 

Fluctua-  in  former  years  when  the  State  banks  were  the 
lidcai  P°  depositories  of  the  Government,  the  fluctuations 
result.  Of  credit  were  caused  much  less  by  the  fluctua- 
tion in  the  deposits,  than  by  their  capricious  re- 
moval from  one  place  to  another,  or  by  the  ap- 
prehension of  such  removal.  They  became  then 
the  basis  of  temporary  or  call  loans  only,  which 
went  to  swell  purely  speculative  transactions. 
For  example  a  bank  might  have  half  a  million  of 
the  public  fu  nds  on  deposit.  The  managers  were 
aware  that  a  considerable  part  or  even  the  whole 
of  it  might  be  drawn  at  very  short  notice  or  with- 
out notice,  merely  to  transfer  it  to  another  bank, 
and  therefore  they  would  not  risk  loaning  it  to 
merchants,  but  put  it  on  demand  in  the  stock 
market.  In  fact,  it  was  a  matter  of  political 
favoritism  and  the  division  of  profits,  to  place  the 
public  deposits.  The  bargaining  for  them  was 
always  in  competition,  and  those  who  paid 
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most  to  the  politicians,  were  likely  to  get  them. 
In  this  underhand  way,  the  banks  carried  on  the 
game  of  filching  from  each  other,  and  the  conse- 
quence was,  frequent  transfers,  which  enforced 
the  calling  in  of  loans  and  a  perpetual  disturbance 
of  the  markets.  If  there  had  been  no  drawing 
but  for  the  regular  expenditures  of  the  Govern- 
ment, the  public  deposits  would  have  been  the 
very  least  fluctuating  part  of  the  basis  of  bank 
loans,  because  the  receipts  were  regular,  and  not 
like  individual  receipts  subject  to  all  the  chances 
of  disability  on  the  part  of  debtors. 

The  distinction  between  public  and  private 
funds  though  trifling  in  itself  is  followed  byvate 
serious  consequences.  It  is  purely  of  political fund 
origin,  and  having  been  enforced  in  the  adminis- 
tration of  the  treasury  for  a  long  period,  the  pub- 
lic mind  has  come  to  be  deluded  by  it.  All  funds 
in  the  shape  of  currency,  are  of  common  right  to 
the  mass  of  business.  Any  absorption  of  them 
whatever,  by  individuals  or  banks,  or  by  the 
treasury,  by  which  they  are  stagnated,  is  an 
offense  and  injury  to  society.  The  rule  of  com- 
merce, administered  by  banks,  is  to  use  currency 
as  the  instrument  of  credit  and  payment.  It  is 
received  from  the  depositor  at  one  desk  making 
a  credit  for  him  on  the  books,  and  paid  out  for 
checks  at  another  desk  by  which  at  the  same 
time  it  discharges  a  debt,  obliterates  the  credit 
which  it  had  just  made,  and  establishes  by 
deposit,  a  credit  for  another  dealer,  either  in  the 
same  or  in  another  bank.  It  is  the  plough  that 
pushes  through  the  soil  preparing  it  for  seed,  but 
it  is  not  itself  either  soil  or  seed.  It  is  the  wagon, 
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or  the  railroad,  or  steamboat  or  canal,  that  brings 
produce  to  market,  but  it  is  not  the  produce.  If 
the  depositor  keeps  it  in  his  iron  safe,  his  debt 
remains  undischarged,  the  man  to  whom  he  is 
indebted  does  not  buy  the  plough,  the  seed  is  not 
planted,  the  wagon  and  steamboat  do  not  move, 
for  the  produce  is  not  forthcoming.  The  political 
distinction  between  public  and  private  funds 
works  itself  out  to  this  latter  termination.  The 
national  treasury  puts  the  currency  in  its  vaults 
and  thereby  stops  all  the  work  that  it  would  do, 
if  it  were  not  interrupted  in  its  course.  This  is  a 
piece  of  extraordinary  impudence,  since  the 
treasury  is  a  debtor  to  the  people  in  nearly  three 
thousand  million  of  dollars,  and  a  piece  of  ex- 
traordinary stupidity  since  the  productive  power 
that  it  paralyses  is  the  only  source  of  means  to 
discharge  that  debt. 

Testimo-      A  very  apt  piece  of  testimony  to  the  superior 

Sxmomy6  efficiency  of  the  management  of  banks  over  that 

of  banks,  of  the  Independent  Treasury,  is  given  by  the 

Comptroller  of  the  Currency  in  his  last  Report. 

He  says  of  the  National  banks : 

"They  have  redeemed  and  returned  to  the 
Treasury  of  the  United  States  over  fourteen  mil- 
lions of  mutilated  legal  tenders,  and  have  re- 
deemed twenty-five  millions  of  seven-thirty  cou- 
pons, to  the  very  great  convenience  of  both  the 
public  and  the  Treasury  Department.  They  have 
been  instrumental  in  placing  in  the  hands  of  the 
people  more  than  eleven  hundred  millions  of 
United  States  securities.  They  have  received  and 
disbursed  from  the  revenues  seventeen  hundred 
and  seventy-four  millions  of  public  moneys  free 
of  expense  to  the  government. 

The  expense  of  transporting  and  concentrating 
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for  disbursement  this  immense  sum  by  ordinary 
means,  without  the  agency  of  national  banks, 
would  have  been  at  a  moderate  estimate,  not  less 
than  three  millions  of  dollars."  p.  x.* 

That  we  do  not  exaggerate  the  crudity  of  the-  Crude 
ory  by  which  the  treasury  management  is  gov-  Mr.Chase. 
erned,  will  appear  by  the  following  extract  from 
the  report  of  Secretary  Chase  in  1862,  page  8  : 

"Loans  negotiated  in  this  circulation"  (notes 
of  the  State  banks)  "would  be  simply  exchanges 
of  the  debts  of  the  nation,  bearing  interest  and 
certain  to  be  paid,  for  the  debts  of  a  multitude  of 
corporations  bearing  no  interest,  and  certain  in 
part  never  to  be  paid."f 

This  must  have  been  written  with  the  notion  And  its 
that  the  national  treasury  was  to  keep  the  bank 
notes  on  hand,  and  submit  to  a  loss  by  their 
insolvency,  whereas  in  the  natural  course  of 
expenditure  they  would  have  been  paid  out,  to 
return  again  to  their  service  as  the  instrument  of 
exchange  ;  and  if  their  insolvency  should  follow, 
the  treasury  could  not  suffer.  The  error  was 
serious  because  it  prevented  the  Secretary  from 
getting  loans  when  the  nation  was  sore  in  need ; 
and  that  he  might  have  safely  used  those  notes  is 
now  plain  from  the  fact  that  of  the  two  hundred 
million  then  in  circulation,  one  hundred  and 
ninety  million  have  been  redeemed  out  of  the 
means  then  held  by  those  corporations,  and 

*  This  service  was  performed  mostly  by  the  old  State  banks 
under  the  new  name  of  National  banks,  with  the  same  machinery 
they  had  in  use  when  Mr.  Chase  would  not  use  them. 

f  Mr.  Chase  had  j  ust  been  accommodated  by  those  miserable 
corporations  with  a  loan  of  $150,000,000  when  he  could  get  it 
nowhere  else. 
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besides  that  they  are  now  able  to  hold  one-fourth 
of  the  entire  public  debt  as  an  investment. 

interest        The  funding  of  the  debt  in  a  permanent,  unal- 
be%aya°  Arable,  and  simple  form,  is  beyond  all  doubt  the 


bie  quar-  f^g^  step  required  to  give  it  the  highest  standing 
as  an  investment.  If  all  the  kinds  were  consoli- 
dated in  a  six  per  cent,  interminable  bond,  with 
the  interest  payable  quarterly,  we  hazard  little 
in  presuming  that  the  credit  of  the  United  States 
would  at  once  be  the  choice  investment  of  all 
markets.  The  half-yearly  interval  of  interest  is 
out  of  correspondence  with  the  great  item  of 
rents,  which  are  universally  payable  in  the  quar- 
terly term.  If  no  other  reason  existed  than  this 
one,  it  would  be  advisable  to  change  the  interest 
period  on  our  public  bonds  to  agree  with  it.  It 
would  bring  the  investment  into  a  close  practical 
relation  with  the  convenience  of  the  people,  and 
make  it  a  term  of  effective  control  in  social  science. 
But  there  are  other  reasons  to  strengthen  and 
support  this  one.  Thousands  of  people  would  be 
enabled  to  live  on  a  cash  expenditure  with  a 
quarterly  income,  when  with  the  same  at  half 
yearly  intervals,  they  would  be  forced,  more  or 
less,  to  buy  on  credit,  and  consequently  to  pay 
higher  prices  for  their  living.  The  economist  will 
at  once  fill  up  for  himself  all  the  bearings  of  this 
proposition. 

Half-year-  The  half-yearly  period  of  interest  is  out  of  cor- 
m  nil  of  resP°n(lence  with  the  general  requirements  and 
interest  habits  of  people.  To  use  a  common  phrase  — 
?0ott£eited  everything  is  faster  than  in  old  times.  Swift 
times.  travel,  instant  communication  by  telegraph,  the 
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substitution  of  machinery  for  hand  work,  the 
universal  quickening  of  transactions,  all  conspire 
to  reduce  life  to  a  more  concentrated,  economical, 
certain,  and  scientific  basis.  The  old  credits  in 
trade  of  twelve,  eighteen  and  twenty-four  months, 
are  no  longer  granted.  They  have  departed, 
with  passenger  sailing  ships  from  the  ocean.  A 
quicker  circulation  of  society  has  quickened  the 
common  movements  in  every  branch  of  inter- 
course. In  some  parts  of  our  country,  the  peri- 
ods of  rent  and  interest  have  already  been  short- 
ened to  correspond  with  this  new  state  of  things. 
The  ancient  and  grey  practice  of  the  half-yearly 
returns  of  capital  must  disappear  with  its  kindred 
relations.  It  has  already  lost  its  prestige  in  the 
markets,  and  the  sooner  our  government  opens 
its  eyes  to  the  fact,  the  sooner  will  its  vast  credit 
be  republicanized  and  popularized. 

Mr.  McCulloch  is  sensibly  alive  to  the  annual  The  Sec- 
drain  of  gold  to  pay  the  interest  on  our  bond sJJJaid  of 
held  in  Europe.     He  overlooks  the  governing  fact  the  ex- 
which  will  yet  govern  while  human  nature  lasts,  gold.0 
that  the  "  exportation  "  of  our  bonds  is  a  conse 
quence  of  the  greater  productivenes  of  capital  in 
the  United  States.     Our  bonds  going  to  Europe 
is  the  process  of  capital  finding  its  best  market, 
and  we  do  not  see  how  it  can  be  legitimately 
interfered  with.     Their   "exportation"   as  the 
Secretary  calls  it,  is  no  more  than  the  shipment 
of  grain,  though  he  puts  the  two  in  contrast. 

The  name  of  "  interminable "    bond,  carries 
with  it  the  idea  of  interminable  debt.     It  has 
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no  other  meaning,  however,  than  convenience  of 
payment.  If  we  establish  a  system  of  liquida- 
tion, that  disposes  of  all  objections  on  this  score. 
We  have  elsewhere  shown  the  advantages  of  a 
bond  payable  without  arbitrary  date  over  one 
payable  at  a  certain  time,  and  not  sure  to  be  paid 
at  maturity.  The  conversion  of  the  arbitrary  into 
an  interminable  bond  will  secure  the  country 
against  perpetual  refunding,  which  is  as  bad  as 
taking  up  new  loans  and  in  some  respects  worse. 


Finance  a     iffe  have  failed  in  the  most  significant  point  of 

science.  .  .,  , 

our  endeavor  if  we  have  not  made  out  a  fair 
ground  for  the  presumption  that  our  finances  are 
capable  of  being  organized  into  a  logical  and 
scientific  system.  That  they  have  not  more 
manifestly  grown  in  this  direction  heretofore  is 
sufficiently  explained  by  the  fact  that  they  were 
subject  to  the  laws  of  thirty-four  different  States, 
and  to  many  circumstances  of  a  natural  and 
economical  character,  which  gave  discordant 
results.  They  have  also  been  under  the.  influ- 
ence of  political  parties  and  opinions,  involving 
changes  and  clashings  directly  at  variance  with 

Of  posi     general  concurrent  action. 

tive  terms  j^  we  have  a  number  of  positive  terms,  each 
suited  by  its  nature  to  a  common  purpose,  and 
find  that  this  purpose  does  not  yet  follow,  it  is 
a  satisfaction  to  be  able  to  mark  clearly  the 
obstacles  to  its  fulfilment.  This  is  a  very  easy 
matter  in  the  present  case,  and  to  the  mind  that 
seeks  the  reason  of  things,  a  matter  of  very  great 
interest  and  instruction. 
Any  mass  of  congruous  facts  will  keep 
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pace    as    to  convergence   for   a    common    end,  The    ma- 
with  the  growth  of  the   natural  circumstances 


from  which  they  spring,  and  with  the  political  the  Union 
influences  which  act  on  them.  In  other  words 
the  separate  parts  of  the  machinery  of  society, 
all  of  which  have  the  initial  properties  of  agree- 
ment, will  organize  and  play  together,  in  propor- 
tion as  the  whole  plan  of  society  is  organized 
and  united.  The  width  of  surface  over  which 
our  population  is  scattered  is  the  first  term  that 
we  have  to  deal  with.  The  second  term  consists 
in.  the  natural  circumstances  of  climate,  soil  and 
production.  The  third  is  politics.  Let  it  not  "be 
hastily  inferred  that  we  are  making  a  diversion 
unfavorable  to  the  most  practical  of  purposes. 
The  spread  of  population,  and  the  wealth  of  soil 
especially  in  mines,  stimulate  individuality  of 
interests',  just  as  the  opposite  terms  develop  social 
resources.  No  better  example  of  these  ten- 
dencies can  be  found  than  in  the  United  States 
with  its  centrifugal  forces,  as  compared  with 
England  and  her  compact  manufacturing  system. 
Before  the  rebellion,  we  had  in  addition  the 
gigantic  incongruity  of  slavery  to  contend  with. 
The  political  influences  that  dominated  over  Distrac- 
all,  came  from  thirty-four  different  legislatures,  ti(^ti^1 
from  sectional  opposites,  and  from  the  conten-  influences 
tion  of  people  and  circumstances  which  had 
grown  to  maturity  from  the  most  diverse  and 
repugnant  beginnings.  How  could  a  united 
economy  flow  from  such  intestine  differences? 
Local  rights,  local  currencies,  local  laws,  local 
everything,  by  incessant  conflict,  made  a  con- 
genial political  union  impossible  ;  and  as  a 
9* 
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logical  result,  a  scientific  order  was  impossible. 
Yet,  in  spite  of  the  centrifugal  forces,  social 
science  put  forth  its  finger,  finance,  and  began 
the  work  of  organization.  To  New  York  the 
the  whole  country  came  from  every  extreme 
point,  for  capital  to  build  its  railroads  ;  and  these 
were  constructed  chiefly  on  the  ground  of  trans- 
port of  all  local  productions  to  her  storehouses 
and  piers.  The  finger  of  finance  pointed  out  the 
necessity  of  the  Clearing  House,  and  that  institu- 
The  Clear-  tion  became  the  centre  and  brain  of  what  was 
now  rapidly  growing  into  a  system  of  National 


the  rebel-  economy.  When  the  political  elements  took 
their  revolutionary  appeal,  it  was  the  New  York 
Clearing  House  that  stepped  to  the  rescue,  saved 
the  nation,  and  moved  the  rebellion  out  of  its 
way. 

Labor  the  Thus  it  is  the  march  of  material  things,  aided 
fimmce"  ^v  ^e  moral  interests  and  occupations  of  the 
the  ser-  people,  and  aiding  them  —  it  is  this  march  of  com- 
merce as  the  merchant  and  banker  of  labor,  that 
has  solved  the  great  problem  of  our  national 
unity,  and  brought  us  to  the  porch  of  Financial 
Science.  It  is  Labor  employing  Finance  as  its 
agent  and  treasurer,  coming  out  from  the  injus- 
tice and  the  oppression  under  which  it  has  been 
suffering  while  growing,  now  to  take  its  stand, 
and  to  be  seen  and  esteemed  in  its  true  character 
as  the  source  of  all  wealth,  improvement  and 
social  progress. 

Natural  Is  it  extraordinary  —  is  it  not  the  usual  expe- 
sopiucai0"  rience>  that  imperfection  and  perhaps  even  rude- 
founda-  ness  shall  characterize  the  first  instruments  that 
theUnion  are  constructed  for  any  common  purpose  of 
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society?  It  is  therefore  not  to  be  wondered  at 
that  our  great  new  scene  of  labor  should  be  slow 
in  finding  out  the  kind  and  the  proportions  of 
capital  best  suited  to  its  development.  If  the 
principles  of  the  old  Banks  of  the  United  States 
were  mainly  sound,  their  forms  and  applications 
were  short  of  what  they  were  finally  to  be  ;  the 
purposes  they  were  to  serve  were  not  sufficiently 
developed ;  our  exterior  relations  of  commerce 
could  not  be  anticipated.  In  short,  we  were  not  of 
yet  brought  under  the  inspiration  of  those  out- tific  terma 
ward  circumstances  which  were  necessary  to  the 
unity  of  society — railroads  which  counteract  the 
centrifugal  influences  of  distance ;  telegraphs 
which  admit  of  the  extension  of  the  family  circle 
to  thousands  of  miles  without  deadly  violence  to 
the  family  feeling,  and  which  express  a  want 
instantly  to  the  remotest  sources  of  supply  ;  ma- 
chinery which  increases  the  productive  power  of 
labor  an  hundred  fold  ;  and  chemistry  which 
concentrates  in  a  handful  the  fertility  of  an  acre 
of  soil.  These  and  many  other  appliances  were 
absolutely  indispensable  to  the  social  and  conse- 
quently the  political  union  of  the  United  States. 
They  have  destroyed  the  greatest  curse  that  ever 
disfigured  history,  and  introduced  us  to  relations 
which  impose  the  duty  of  organization  in  pursu- 
ance of  the  laws  by  which  they  themselves  exist. 

The  first  instrument  on  which  we  lay  our  hand  Currency 
in  the  natural  order,  is  currency.   It  is  that  shape 
of  common  medium  in  exchange  which  the  expe-  ment 
rience  of  the  world  to  the  present  time  has  deter-  JJ^^J 
mined  upon  as  the  best  discharge  of  debt.     It  is  of  order, 
universal  sanction.     It  enables  all  men  alike  to 
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gratify  that  one  normal  desire  of  human  nature- 
acquisition.  It  embodies,  fixes  in  a  tangible 
character,  and  makes  powerful,  every  fruit  of 
lab°r-  But  the  currency  itself  must  be  a  reality 
command  and  not  a  shadow.  Issued  as  the  representative 
of  gold,  it  must  be  convertible  into  gold.  The 
moment  that  it  ceases  to  be  convertible,  it  vitiates 
the  return  of  labor,  and  begins  necessarily  to  cor- 
rupt everything  else.  If  a  country  becomes  en- 
tangled in  war,  the  necessity  is  the  greater  that 
convertibility  shall  be  maintained.  Had  not  Mr. 
Chase  in  1861  insisted  on  despoiling  the  banks  of 
their  coin,  giving  for  it  only  a  pure  credit  in 
exchange,  he  need  not  have  been  the  victim  of  the 
absurd  fatality  that  a  nation,  to  carry  on  a  great 
war,  must  suspend  specie  payments.  He  might 
have  worked  to  a  demonstration,  the  truth  that 
the  support  of  war  is  nothing  more  or  different 
than  to  carry  on  commerce,  and  that  the  methods 
which  are  strongest  ought  not  to  be  displaced 
by  weaker  methods  as  the  task  increases  in 
magnitude, 

De  osits       ^is  reasoning  brings  us  to  the  necessity  of  a 
not  en-     radical  change  in  the  constitution  of  banks ;  and 
b^paidUn  that  is,  the  repeal  of  all  laws  which  impose  the 
specie,      redemption  of  pure  forms  of  credit  in  specie. 
Nothing  can  be  more  anomalous  than  the  require- 
ment that  a  bank  shall  pay  its  deposits  in  gold, 
and  nothing  so  unjust  to  labor.     The  theory  runs 
into  the  extremest  absurdities  the  moment  it  is 
put  in  practice.    While  it  is  not  enforceable  by 
law  that  one  bank  shall  redeem  the  bills  of 
another,  the  latter  may  be  deposited  in  account, 
and  the  check  of  the  depositor  is  then  allowed  to 
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enforce  payment  of  specie.     If  a  bank  be  lib- 
eral   enough    to    its  dealers  to  discount  their 
promissory  notes  exchanged  with  each  other  on 
the  basis  of  pure  credit,  they  have  the  legal  right 
to  demand  specie  for  the  proceeds  in  the  same 
hour ;  and  this  in  spite  of  the  prior  obligation  of 
the  bank  to  pay  specie  for  its  circulating  bills, 
the  holders  of  which  are  then  cheated  out  of 
their  rights.     The  anomaly  is  carried  to  a  singu-  How  de- 
lar  extreme  in  Savings  Banks,   whose   dealers  cheat°the 
deposit  their  funds  for  the  express  purpose  of  MU 
having  them  invested  in  mortgages  on  real  estate,   olc 
which  cannot  be  collected  by  law  under  several 
months ;  but  as  soon  as  the  investment  is  made 
under  specific  agreement  with  the  dealer,  the 
dealer  tes  the  legal  right  to  break  his  agreement 
by  aiAmmediate  demand  for  specie  to  the  full 
amount  of  his  deposit.    The  general  result  of  this 
theory  is,  that  the  depositors  of  a  bank  may  draw 
out  all  its  coin  for  their  pure  credits  in  account, 
while  the  circulating  bills  being  scattered  widely 
among  laborers  and    mechanics  and  over  the 
country  generally,  become,  under  the  law  and 
in  common  parlance,    "insolvent,"   "broken," 
"worthless  rags,"  &c. 

Any  organization  of  our  finances,  with  this  root  Separa- 
of  error  at  the  bottom,  will  put  the  whole  system  *™^L 
of  commerce  at  the  risk  of  perpetual  disturb- from  de- 
ances,  and  bring  defeat  at  last.    Now,  when  itpoe 
may  be  said  that  they  are  in  a  state  of  reduction 
and  disorder,  is  the  favorable  time  to  apply 
natural  and  scientific  laws  to  them.    The  first 
measure  ought  to  be,  the  separation  of  the  cur- 
rency from  all  complication  with  the  deposits  of 
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banks.  Science  does  not  admit  of  absurdities. 
The  highest  proportion  of  specie  ever  held  by  the 
banks  of  the  United  States  was  one  hundred  and 
four  million  in  1859,  when  their  deposits  and  cir- 
culation reached  four  hundred  and  fifty-three 
million.  The  same  proportion  would  give  two 
hundred  and  ten  million  of  specie  as  a  redeeming 
fund  for  the  circulation  and  deposits  of  the 
National  Banks  in  October  last  which  then  stood 
at  nine  hundred  and  ten  million.  The  deposits 
of  the  Savings  Banks  being  added,  would  give 
the  proportion  of  one  hundred  and  seventy-six 
million  of  dollars  in  specie  to  eleven  hundred  and 
ten  million  of  circulation  and  deposits.  Admit- 
ting the  prior  claim  of  the  currency  to  redemp- 
tion, the  case  would  be  as  follows : 

The  mass  Amount  of  National  Bank  circulation  October 

venUil  *»  1866 $280,000,000 

bilities.      Amount  of  specie  supposed 176,000,000 


Unredeemed  of  bank  bills $104,000,000 

Ditto        of  bank  deposits 830,000,000 


Amount  of  bank  bills  and  deposits  legally  bank- 

rupt ....................................    $934,000,000 


o?°anic»  ^t  ^  ^e  Pan^c  ^a^  precedes  a  suspension  of 
specie  payments  the  depositors  do  not  stand  out 
of  the  way  to  give  a  preference  to  bill  holders. 
u  First  come  first  served  "  is  the  rule,  and  its  con- 
sequence is  the  absorption  of  the  entire  specie  of 
the  financial  system,  mostly  on  the  demand  of 
pure  credit,  which  has  no  moral  or  equitable 
right  under  such  circumstances  to  a  dollar  of 
coin. 
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The  law  that  makes  credit  deposits  payable  in  TheCiear- 

•    a  ^      i  mg  House 

specie  has  no  restraining  influence  on  the  loans  effectu- 
of  a  bank  ;    but  such  influence  is    effectually  j^^ 
exerted  by  the  daily  exchanges  of  the  banks  bank 
with  each  other,  at  the  Clearing  House.     It  isloans* 
therefore  a  useless  law  for  any  good,  while  it 
imposes  weakness,  danger,  and  injustice  on  com- 
merce, and  on  the  productive  labors  of  the  people. 

We.  are  now  prepared  to  assert  the  right  of 
labor,  that  the  specie  of  the  country  shall  be  held 
primarily,  for  the  redemption  of  the  currency, 
and  in  the  interest  of  trade  for  the  payment  of 
the  balances  due  to  foreign  markets,  and  inci- 
dentally only,  for  other  purposes.  The  integrity 
of  the  bank  bill  is  the  first  axiom  of  financial 
science.  It  is  labor  and  not  trade  that  earns 
the  gold.  Currency  is  the  capital  of  labor,  and  Labor 
it  is  to  deprive  labor  of  its  own,  to  injure  its  earns 
capital.  Trade  and  commerce  produce  nothing  £°ld- 
of  themselves;  they  owe  everything  to  labor, 
and  yet  on  our  present  theories  of  finance, 
they  hold  the  exclusive  mastership  of  gold, 
manipulating  it  to  serve  credit  and  yielding  only 
the  fiction  of  it  to  labor.  When  gold  leaves 
the  country,  it  is  to  pay  the  debt  of  deficient  or 
unsuccessful  labor  ;  and  when  it  returns,  natural 
justice  should  restore  it  to  its  owner.  The  por- 
tion of  it  that  circulates  in  the  market  is  the 
guarantee  of  the  integrity  of  the  bank  bill,  and 
the  proof  that  commerce  is  discharging  its  obliga- 
tions to  labor  by  maintaining  honestly  the  res- 
ponsibilities of  which  it  is  the  guardian. 

An  attempt  to  rest  paper  money  on  any  other 
basis  than  that  of  gold  is  a  departure  from  the 
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Specie  term  of  redeemability.  The  public  bonds  are 
abie^as18  intended  as  a  security  behind  gold,  not  as  a  sub- 
the  base  stitute  for  it.  We  look  with  anxiety  for  the  only 
money?r  satisfactory  test  that  can  be  afforded  of  the 
integrity  of  the  national  bank  currency,  which  is 
nothing  short  of  redemption  in  coin  at  the  centre 
•of  liquidation.  The  redemption  in  "  legal  ten- 
ders" is  a  fiction,  as  is  also  the  security  in 
bonds,  so  far  as  redemption  is  concerned  ;  and 
it  remains  to  be  seen  whether  a  currency  can  b3 
maintained  at  a  uniform  value  when  its  redemp- 
tion in  coin  is  assured  only  at  a  point  distant 
from  the  place  of  issue,  and  when  the  terms  of  its 
circulation  are  such  as  to  make  it  inconvenient 
and  costly  for  the  bill  holder  to  follow  it  to 
redemption.  Hence,  the  undoubted  validity  of 
the  public  bond  as  a  security,  is  an  artificial 
obstacle  to  a  sufficient  test  of  the  ability  of  the 
issuing  bank  to  redeem  its  bills  ;  and  the  credit 
of  the  bills  may  even  give  an  unmerited  standing 
to  the  bank  and  enable  its  managers  to  carry 
on  extensive  frauds. 

Terms  of      The  terms  from  which  our  financial  system  is 
ciS  ™n" to  ^e  composed,  are,  in  their  natural  order : 
tem.  1.  Productive  Labor. 

2.  Capital. 

3.  The  National  Banks. 

4.  Commerce. 

5.  Revenue. 

6.  Expenses  and  liquidation. 

Several  of  these  include  auxiliary  or  subordi- 
nate terms.    Capital  includes  credit  as  one  of  its 
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forms  ;  the  "banks  include  the  issue  of  paper  cur  • 
rency  and  the  presumption  of  specie  payments  ; 
commerce  includes  industrial  labor  and  the  small 
trades ;  and  revenue  is  "but  another  name  for 
taxation. 

Does  not  the  mere  enumeration  of  these  terms 
suggest  a  logical  and  scientific  order  ? 

Productive  labor  is  the  primary  interest  of  They  are 
social  existence,  the  basis  of  all  the  organization  ^nnS*1 
which    follows;    it    supplies    the    advantageous tion- 
employment  of  capital.     The  banks  are  next  in 
succession  as  the  source  of  currency,  the  chief 
managers  of  credit,   and  the  aids  of  commerce. 
From  commerce  comes  revenue,  and  by  revenue 
the  expenses  of  the  State  are  met  and  debt  dis- 
charged. 

The  government  issues  of  legal  tender  notes 
are  not  named,  because  they  were  intended  to 
serve  a  transient  purpose  only,  and  will  event- 
ually be  absorbed  in  the  debt. 

The  successful  operation  of  our  financial  sys-  And  must 
tern  depends  on  the  responsiveness  of  these  terms  t!f each 
among  themselves,  and  on  their  united  action  to  other- 
a  common  end.     This  is  what  we  mean  by  their 
organization.     Separately  they  can  exert  but  lit- 
tle influence,  and  if  not  harmoniously  combined 
are  liable  to  clash  and  damage  each  other. 

Again,  we  call  attention  to  their  natural' and  They  tend 
logical  order,  as  they  have  been  developed  by^ie^tific 
the  necessities  of  social  life.     There  has  been  no  or<kr. 
accident,   no    merely  artificial    management  in 
their    production.      They  flow    from    the    only 
source  where  they  could  originate,  and  mingle 
and  co-operate  with  each  other  by  their  inherent 
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laws  and  their  common  relation  to  human  wants ; 
and  thus  they  have  been  growing  at  every  step 
into  a  more  positively  scientific  arrangement  as 
we  now  find  them.  The  vocabulary  itself  is 
unimportant.  Other  terms  may  be  interpolated 
or  substituted,  but  the  facts  will  remain  as  the 
counterpart  of  social  organization  and  the  base 
of  government.  As  these  facts  continue  to  act  in 
a  common  direction  they  become  consolidated 
and  knit  together  by  all  the  interests  of  society, 
moral  and  intellectual  as  well  as  material,  and 
the  system  so  composed  is  capable  of  achieving 
great  results  in  proportion  as  its  parts  are  main- 
tained in  harmony  among  themselves. 

Our  conclusion  is  manifest.     It  is  by  the  power 
tem  as  a   of  the  system  as  a  whole,  and  not  by  the  exertion 
)le>      of  particular  parts  only,  that  the  common  pur- 
poses of  the  resumption  of  specie  payments  and 
liquidation  of  debt  are  to  be  carried.     These  are 
results — not  means  to  an  end,  but  themselves  the 
end.     We  might  liken  the  terms  of  the  system  to 
the  limbs  of  the  human  body  and  propose  for 
the  end  the  lifting  of  a  heavy  weight.     It  is  idle 
to  insist  that  the  weight  shall  be  raised  until  all 
the  limbs  and  muscles  are  put  in  complete  accord  ; 
whence  the  power  to  do  the  work  is  found.     But 
the  power  to  do  and  the  act  of  doing  are  two 
things.     When  the  former  is  attained,  we  have 
the  essential  condition  required,  and  the  overt 
performance  is  not  necessarily  or  always  exacted. 
?ng  Souse     ^ne  crowninS  Par^  °f  the  system  is  the  New 
the  crown  York  Clearing  House.     Situated  at  the  door  of 
system.     tne  foreign  exchange,  it  receives  the  first  intima- 
tion of  an  adverse  balance,  and  calls  on  com- 
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merce  through  the  banks  for  the  means  of  pay- 
ment, which  are  furnished  by  the  reduction  of 
loans.  The  call  is  transmitted  to  the  remotest 
extremities  of  the  country.  Every  resource  is 
touched  at  the  same  moment,  and  each  contribut- 
ing a  proportion,  no  part  of  the  system  is  sub- 
jected to  an  injurious  strain.  This  action  of  the 
House,  always  impending,  not  only  prevents  the 
expansion  of  loans  beyond  prudence,  bu^eter- 
mines  their  character  for  soundness  and  ability 
of  payment  when  an  emergency  comes. 

It  has  been  proposed  in  Congress,  on  the  recom-  interest 
mendation  of  the  Secretary  of  the  Treasury,  to  pro-  £LC£^ 
hibit  the  payment  of  interest  on  country  bank  bal-  balances 
ances,  by  the  redeeming  institutions — a  very  wise  te^ro-*0 
measure,  and  necessary  to  prevent  the  doubling  of  Mbited 
loans  on  the  same  basis.     Long  since,  the  Clear-  y 
ing  House  demonstrated  this  point  of  weakness 
in  the  financial  system,  and  so  far  enforced  its 
correction  as  to  put  the  non-conforming  banks 
under  tacit  censure.     A  balance  on  interest  im- 
plies that  it  is  not  held  in  reserve,  and  it  is  there- 
fore a  practical  evasion  of  the  law. 

It  is  not  necessary  to  recapitulate  at  large  the  Economy 
correspondences  of  a  united  financial  system  in 
the  hands  of  commerce,  with  all  the  purposes 
and  conveniences  of  the  treasury  department. 
They  are  already  familiar  to  every  intelligent 
man  who  has  bestowed  even  a  moderate  degree 
of  attention  upon  them.  We  shall,  therefore, 
conclude  this  branch  of  our  subject  by  a  general 
reference  to  those  parts  of  the  volume  which 
treat  of  the  particular  services  required  by  the 
government :  and  more  especially  to  those  which 
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show  how  the  prodigious  accumulations  of 
capital  stagnated  in  the  Independent  Treasury 
may  "be  restored  to  the  uses  of  productive  labor, 
and  kept  active,  without  risk  of  loss,  without 
injury  to  the  markets,  and  with  a  great  saving  of 
expense. 

mony  of  ^n  *^s  point  of  economy,  with  but  few  words 
theComp  of  our  own,  we  may  put  in  the  testimony  of  Mr. 
ler*  Hulbwrd,  Comptroller  of  the  currency,  who  de- 
clares that  the  disbursements  on  public  account 
effected  by  the  agency  of  the  National  Banks 
in  1866  without  a  dollar  of  charge,  would  have 
cost  by  the  Treasury  plan,  "at  a  moderate  esti- 
mate, not  less  than  three  millions  of  dollars."  We 
do  not  doubt  that  the  discontinuance  of  all  the 
officers'  salaries  and  miscellaneous  expenses  of  the 
Independent.  Treasury,  would  save  annually  more 
than  three  times  that  sum.  There  is  no  reason 
why  all  the  revenues  of  the  government  may  not 
be  paid  in  at  the  bank  counters,  whether  they 
are  for  duties,  taxes,  or  sales  of  land.  Hundreds 
if  not  thousands  of  receivers  might  be  dispensed 
with,  and  a  vast  amount  of  complicated  machinery 
abolished. 

Thebanks     j$y  act  of  Congress,  the  National  Banks  are 

agents  of  now  legal  depositories  of  the  Government,  but 

ernment    cann°t  becomeits  sole  agents  without  the  specific 

repeal  of  the  Independent  Treasury  Act.     The 

only  issue  left  is  one  of  practical  convenience  and 

economy,  not  of  principle  or  of  law.      Is  there  a 

single  service  needed  by  the  Government  that  the 

banks  cannot  execute  better  than  the  Treasury  ? 

Not  one.     The  custody  and  payment  of  gold  is 

the  particular  service  for  which  the  Treasury  is 
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supposed  to  be  best  suited,  but  the  reverse  is  the  Gold  foi- 
fact,  patently  so,  from  the  circumstance  alone,  exchange, 
that  commerce  determines  the  exchange  between 
all  places  domestic  and  foreign,  and  gold  follows 
the  exchange.  When  the  Government  has  a  pay- 
ment to  make  against  the  current  of  exchange, 
it  must  transport  the  gold  to  its  due  place, 
whence  the  receiver  must  retransport  it  to  that 
from  which  it  was  taken.  As  a  general  fact  every 
payment  outside  of  the  city  of  New  York  will 
require  this  double  transport,  by  which  nobody 
is  benefitted  but  the  freighters,  and  possibly 
thieves  who  lie  in  wait  for  their  chance  to  steal 
it.  The  banks  would  effect  every  payment  by 
check,  keeping  the  gold  at  rest  in  New  York 
ready  to  redeem  it  if  required ;  but  it  is  well 
known  that  not  one  Government  creditor  in  a 
thousand  wants  gold  when  specie  payments  are 
in  force.  It  will  be  hereafter  an  inscrutable  folly 
for  the  government  to  insist  on  gold  as  its  exclu- 
sive medium  of  payment,  since  it  has  public 
bonds  in  its  own  custody  as  a  security  for  the 
currency — since,  in  truth,  it  will  be  the  father  of 
all  the  currency  afloat  in  the  country.  These 
observations  will  be  understood  to  apply  to  a 
normal  state  of  commerce,  and  not  to  that  of 
specie  suspension. 

Commerce  is  the  great  elephant  that  upholds  Commerce 
all  the  operations  of  finance.  It  combines  all 
the  improvements  of  ingenuity — railways,  tele- 
graphs, cables,  steamships,  and  all  the  interests 
of  society,  moral  and  physical,  and  concentrates 
them  on  each  particular  purpose  to  be  achieved. 
The  Treasury  attempts  the  opposite  theory  of 
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applying  one  disjointed  agency  in  counteraction 
of  the  common  forces  —  in  which  it  has  never  suc- 
ceeded, but  in  spite  of  appearances  always  failed 
disastrously. 

The  pre-  It  cannot  be  denied  that  the  present  condition 
range-6  an(l  treatment  of  the  national  finances  is  unsatis- 
mentof  factory  to  a  painful  degree.  An  extraordinary 

business     n  "  .  n  _.  .     .. 

depression  rests  on  the  public  mind.  All  the 
great  markets  are  heavy,  and  troubled  with 
apprehensions  of  impending  calamity.  Our 
large  manufacturing  establishments  are  working 
generally  at  a  loss,  or  on  reduced  time.  The 
commission  houses  consider  themselves  fortunate 
if  they  meet  their  actual  expenses.  In  the 
mechanical  branches  of  business,  the  same  con- 
dition rules.  The  shops  are  dull  and  stocks  are 
depreciating.  Laborers  throng  our  cities  in  a 
vain  search  for  work.  That  there  are  commercial 
causes  to  account  for  some  part  of  this  trouble  is 
unquestionably  true  ;  but  there  is  an  overruling 
cause  beyond  those,  which,  we  are  constrained  to 
believe  is  in  the  manner  of  conducting  the  affairs 
is  due  of  the  National  Treasury.  We  do  not  hesitate  to 
Treasury  declare  our  conviction  that  the  whole  course  of 


Treasury  department  from  the  beginning  of 
the  war  to  the  present  time  has  been  such  as 
might  logically  produce  the  results  we  have  here 
faintly  sketched.  This  judgment  has  not  been 
formed  since  these  results  were  witnessed  The 
principles  of  finance,  which  are  identical  with 
the  principles  of  commerce,  were  as  well  under- 
stood in  1861  as  they  are  at  the  present  time  ;  and 
by  the  light  of  those  principles,  the  very  conse- 
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quences  that  have  followed  their  violation  were 
then  foretold,  and  urged  upon  the  consideration 
of  the  Secretary  of  the  Treasury,  "but  without 
effect. 

A  total  misconception  has  prevailed  relative  to  Miscon- 
the  action  of  the  Treasury  in  the  negotiation  of  ^pt^°t^e 
the  government  loans  at  the  outbreak  of  the  war.  efficiency 
It  is  important  that  the  facts  be  understood,  since  Treasury. 
they   have  been  insisted  upon  with  great  per- 
tinacity as  evidence  of  the  ability  with  which  the 
department  was  managed,  and  so  have  served  to 
give  it  a  prestige  in  the  minds  of  the  people  which 
it  has  never  deserved.     The  following  extracts  in 
point  are  from  the  pen  of  Mr.  James  Gallatin, 
President  of   one  of  the  leading  banks  in  New 
York,  and  an  active  participator  in  the  measures 
of  which  he  speaks. 

"In  the  finances  there  was  total  paralysis  until 
the  New  York  banks  and  merchants  took  hold  of 
the  negotiation  of  the  loans,  uniting  the  banks  and 
capitalists  of  Boston  and  Philadelphia  with  those 
of  New  York  in  harmonious  support  of  the  Gov- 
ernment.    *    *    And  I  will  here  say    *    *    that 
the  union  of  these  banks,  and  the  inception  and 
completion  of  the  arrangements  for  making  the  The  pre- 
loans  to  Government,  all  originated  with  the  bank  sent  em- 
officers.     Mr.  Chase  was  in  no  way  the  author  of  JUJfntfore- 
the  movement.     All  he  had  to  do  was  to  come  to  told  by 
New  York,  meet  the  representatives  of  the  banks  bank 
and  sign  the  requisite  papers  completing   theofficers 
loans.     All  that  he  did  was  to  insist  on  drawing 
their  specie  from  them  for  the  proceeds  of  the 
loans,  which  the  most  experienced  bank  officers 
told  him  must  result  in  disaster  and  in  the  sus- 
pension of  specie  payments."* 


*  'j.hc  National  Debt,  Taxation,  Currency,  &c.,  by  James  Gallatin. 
pp.  61.    Hosford  &  Ketchum,  Publishers.  1864. 
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The  sue-       What  is  here  said  of  the  loans  first  negotiated, 
negocL-   *s  ^rue  °f  a^  *ne  subsequent  loans.     The  people 
tionsfor   poured  their  money  into  the  treasury  with  the 
ioathedue  same  exalted  patriotism  that  urged  them  to  the 
people      battle-field.     While  their  sons  did  the  fighting, 
the  fathers  did  the  financiering,  and  the  mothers 
and  sisters  followed  the  camps.     The  supply  of 
money  was  but  a  part  and  not  the  larger  part  of 
the  popular  "uprising"  that  put  the  whole  na- 
tion above  self  in  every  shape,  so  that  it  withheld 
neither  treasure  nor  blood,  deeming  no  cost  too 
great  for  the  ends  of  liberty  and  justice.     To  the 
people  and  not  to  the  treasury  is  the  praise  due 
for  such  noble  action.     So  little  ability  did  the 
treasury  exert,  that  it  became  an  obstacle  to  the 
and  not    people.     It  violated  the  principles  of  commerce 
Trea6      a^  ^e  ou^se^  an(^  ^7  forcing  the  banks  to  sus 
pend  specie  payments,  it  dealt  a  destructive  blow 
to  the  public  credit.     It  threw  conflicting  loans 
into  the  market,  and  thereby  put  the  people  in 
the  power  of  brokers  and  speculators.     It  halted 
on  a  fraction  of  one  per  cent,  interest  while  the 
nation  was  bleeding  in  every  limb.     All  the  re- 
luctance ever  manifested  at  any  time  by   capital 
to  invest  in  the  national  bonds  was  chargeable  to 
the  distrust  excited  by  the  bad  management  of  the 
treasury.     Finally  the  Treasury  broke  down,  and 
the  financial  minister  who  had  flourished  in  hon- 
ors that  belonged  to  the  people,  retired  from  his 
position. 

The  two  official  reports  of  Mr.  McCulloch 
afford  the  fullest  testimony  to  the  disastrous  con- 
sequences of  the  treasury  policy.  There  has 
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been  no  change  in  that  policy  since  his  accession  Treasury 
to  the  Secretaryship,  and  no  pause  in  the  tumble  continues 
of  misfortune.     The  principles  of  commerce  are in  the 
not  applied  in  the  administration  of  affairs.     On  astrous 
the  contrary  they  are  utterly  ignored.     But  two  conrse- 
single  fancies  fill  the  mind  of  the  Secretary,  and 
limit  the  scope  of  his  abilities  ; — the  currency,  and 
that  trifling  paralogism  that  "one  generation  has 
no  right  to  transmit  debt  to  another."       In  a 
final  chapter  suggested   since  the  observations 
heretofore  made  on  the  currency'  were  put  in 
type,  we  shall  further  expose  the  fallacy  of  the 
treasury  theory  in  relation  to  it.     We  name  again 
the   "one  generation"   fancy,   only  to  indicate 
how  it  operates  in  connection  with  the  terms  com- 
posing our  financial  system.     It  is  the  base  of  Only  two 
Mr.  McCulloch'  s  theory  of  liquidation,  and  leads ldeas- 
to  his  contemplation  of  that  term  as  the  master 
term  of  the  whole  series.     Taxation  is  graduated 
to  the  conceit  of  extinguishing  the  debt  in  twenty- 
eight  years,  and  consequently  this  term,  which  in 
itself  is  a  purpose  only,  and  the  last  of  the  series, 
is  made  to  dominate  over  all  the  others.     That 
which  can  come  only  as  an  effect,  the  Secretary 
imagines  to  be  a  cause,  and  accordingly  he  sends 
it    back  crashing    and   destroying    as    it  goes, 
through  trade  and  industry  and  commerce,  to 
spend  its  arbitrary  force  on  the  productive  labors 
of  the  country,  while  at  the  same  time  the  nat- 
ural and  most  vitalizing  aliment  of  those  labors 
is  cut  off  at  the  custom-house,  and  by  the  Treas- 
ury policy,  maintained  in  the  unfruitful  circle  of 
a  vicious  speculation. 

It  is  an  important  observation  to  make  at  the 
10 
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present  time,  when  our  government,  by  the  fortu- 
itous hold  it  has  acquired  on  the  public  economy, 
undertakes  to  sway  a  power  over  commerce  to 
which  it  has  no  right  under  a  Republican  theory, 
and  for  whi°k  ft  has  no  intelligent  qualification- 
work  of    that  in  all  ages  and  countries,  commercial  organ- 
andPnoTof  i^tion  has  originated,  been  carried  forward  and 
the  gov-    made  effective,  not  by  the  politicians,  but  by  the 
ernment.  peOpie  .    no^  -fry  legislators  and  rulers,  but  by 
laborers,  capitalists,  mechanics,  and  merchants. 
It  is  something  more  than  a  sentiment  and  not 
intended  as  a  prediction— that  the  restoration  of 
our  economy  to  harmony  within  itself,  and  to 
that  efficiency  which  alone  can  gain  for  it  the 
confidence  of  the  general  markets  of  the  world,  to 
which  it  is  entitled  and  destined,  can  never  be 
brought    about  until   the  management  of   our 
financial  system   is    vested    where  it  naturally 
belongs,  in  the  hands  of  commerce  as  the  mer- 
chant and  banker  of   labor,  instead  of  in  the 
But  one    hands  of  politicians  and  demagogues  who  see  in 

door  open . ,  „    . ,     .    c  ..... 

for  re-  it  only  an  instrument  of  their  own  ambition. 
on^cie  -^u*  ^  ^e  asserti°n  ^e  viewed  as  a  prediction 
payments,  we  have  not  only  experience,  but  science  also  to 

commend  it  to  serious  reflection. 
There  is  but  this  one  door  open  to  the  fair  and 

honest  resumption  of  specie  payments. 


ADDITIONAL  CHAPTER  ON  THE  CURRENCY  AND 
PRICES. 


We  have  been  led  into  a  farther  and  more  spe- 
cial examination  of  the  amount  of  currency  in 
use  since  the  suspension  of  specie  payments  with 
reference  to  its  supposed  influence  on  the  prices 
of  the  market. 

The  suspension  of  specie  payments  took  place 
in  the  middle  of  the  second  fiscal  year,  and  we 
estimate  the  amount  of  coin  that  entered  into  the  circuia- 
currency  for  that  year  at  one-half  of  what  is  set tlon' 
down  for  the  previous  year. 

1860-61.  Amount  of  specie  in  use $275,000,000 

Bank  note  circulation 202,005,767 


Currency  for  the  year  ending  June 
30, 1861 $477,005,767 


1861-62.  Specie .* $137,500,000 

Bank  note  circulation 183,938,945 

United  States  notes  issued  under  acts  of 
July  17  and  August  5,  1861,  and  Feb- 
ruary 12,  1862 60,030,000 


Currency  for  the  year  ending  June 

30,  1862 $381,468,945 
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1862-63.  Bank  note  circulation,  leaving  out  $71,- 
104,408  for  the  notes  of  the  Southern 
States $167,572,810 

United  States  notes  issued  under  Act  of 

February  25,  1862 291,260,000 

Fractional  currency 20,192,456 

479,025,266 
Less  Treasury  notes  redeemed 58,276,390 

Currency  for  the  year  ending  June 

30,  1863 $420,748,876 

1863-64.  Bank  note  circulation  assumed  to  be  the 

same  as  the  year  previous $167,572,810 

United  States  notes  outstanding  June  30, 

1864,  by  the  official  table 431,178,670 

Fractional  currency 22,894,877 


621,646,357 
Less  currency  in  the  Treasury 56,236,440 


Currency  for  the  year  ending  June 

30,  1864 $565,409,917 

1864-65.  Amount  of  actual  circulation  reported  by 
Freeman  Clarke,  Comptroller  of  the 
Currency  for  the  year  ending  June  30, 

1865 $460,884,229 

1865—66.  National    Bank    notes    outstanding    by 

Comptroller's  Report $280,129,558 

State  Bank  notes  outstanding  by  Comp- 
troller's Report 10,000,000 

United  States  notes  per  official  tables. .  .  400,619,206 
Fractional  currency 27,070,876 

717,819,640 
Less  legal  tenders  held  by 

Banks $205,770,641 

Balance    in    Treasury,   sup- 
posed not  less  than  in  1864,     56,236,440 

262,007,081 

Currency  for  the  year  ending  June 

80,1866 $455,812,559 
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SUMMARY  OF  CURRENCY  IN  CIRCULATION. 

18GO-61.  Year  ending  June  30,  1861 $477,005,767 

186162.    do     June  30,  1862 381,468,945 

1862-63.    do     June  30,  1863 420,748,876 

1863-64.    do     June  30,  1864 565,410,917 

1864-65.    do     June  30,  1865 460,884,229 

1865-66.    do     June  30,  1866 455,812,559 

By  adding  to  these  amounts,  the  compound  Errors  of 
interest  notes,  and  the  "  legal  tenders  "  held  in  re-  ^^ 
serve  by  the  "banks,  amounting  together  to  nearly  alarmists, 
four  hundred    million,  the  currency  alarmists 
have    made    it    appear    that  the  paper  money 
afloat  is  nearly  twice  as  great  as  it  really  is.     The 
compound  interest  notes  were  hoarded  for  invest- 
ment almost  from  the  hour  of  their  issue.     That 
they  added  to  the  circulation  for  a  short  time 
maybe  admitted  :  but  the  " legal  tenders"  could 
be  let  out  only  in  violation  of  law. 

Secretary  McCulloch  himself  has  done  much—  The  See- 
perhaps  more  than  any  other  person,  to  spread  retary  an 
alarm  through  the  country  about  u  our  inflated 
and  irredeemable  currency,"  and  about  the  "dan- 
gerous expansion  of  bank  loans."     In  his  Report 
for  1865,  he  says : 

"On  the  30th  of  September  last  the  loans — esti- 
mating their  national  securities  as  a  loan  to  the 
Government,  amounted  to  $913,045,629 
while  the  circulation,  bank  and  national,  had 
reached  the  startling  amount  of  $700,000,000. 
Nothing  beyond  this  statement  is  required  to 
exhibit  the  present  inflation  or  to  explain  the 
causes  of  the  current  and  advancing  prices." 

It  is  a  stretch  beyond  common  practice  for0fficial 
the  Honorable   Secretary  to   count   the  public  blunder- 
bonds  deposited  by  banks  in  pledge  for  their lngand 
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circulation  as  a  part  of  their  loans.  The  loans 
of  a  bank  are  understood  by  every  body  else  to 
consist  of  commercial  credit  in  account  based  on 
its  capital,  and  so  distributed  as  to  be  in  constant 
process  of  maturity  and  renewal ;  and  these  are 
not  represented  by  any  circulating  currency  as 
are  the  bonds  in  question.  But  to  confoun  d  these 
two  funds  is  not  the  only  blunder  of  the  Secretary. 
The  part  of  the  $913,045,629  to  which  he  applies 
the  name  of  bank  loans,  is  set  down  in  the 
Comptroller's  Report  ($276,219,950)  as  security 
for  $190,847,055  in  circulating  notes,  and  this  is 
represented  in  the  "  startling  amount "  of 
$700,000,000  of  currency.  In  his  zeal  to  show 
"a  dangerous  expansion"  of  bank  credits,  he 
adds  the  $276,219,950  both  to  the  loans  and  to 
the  currency,  when  one  is  a  security  for  the  other. 
— In  the  same  Report  of  the  Comptroller  is  an 
accurate  statement  of  the  floating  currency, 
showing  it  to  be  $460,844,229  and  no  more,  whereas 
the  Secretary  announces  it  as  $700,000,000. 
He  makes  the  total  "  expansion  "  to  consist  of 

loans $913,045,629 

Circulating  currency 700,000,000 

$1,613,045,629 

The  proximately  true  statement  is 
as  follows : 

Bank  loans $636,825,679 

Currency 460,844,229 

1,097,669,908 

$515,375,721 

^  is  a  &rave  an<*  extraordinary  blunder  for 
the  head  of  our  Treasury  Department  to  declare 
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officially  to  the  world  that  our  bank  loans  and 
paper  currency  are  five  hundred  million  greater 
than  they  really  are.  The  only  refuge  he  has, 
is  in  the  theory  that  currency  locked  up,  is  cur- 
rency in  circulation  ;  and  this  would  seem  to  "be 
overthrown  by  the  fact  that  the  currency  of  a 
bank,  when  in  its  vaults,  is  actually  redeemed. 

We  do  not  doubt  that  these  figures  are  weari- 
some to  many  readers,  as  they  are  to  us  ;  but  they 
belong  to  the  subject,  and  are  necessary  to  its 
illustration. 

So  much  for  the  currency.  The  next  branch 
of  the  subject  relates  to  prices. 

The  "  Report  on  the  Finances"  for  1863  con- 
tains a  set  of  tables  showing  the  particular  and 
average  price  of  eighty-nine  leading  products  and 
articles  of  commerce  in  each  year  for  a  period  of 
thirty-nine  years— from  1825  to  1863. 

The  Secretary  of  the  Treasury  was  indebted  to  Price  of 
Mr.  J.  Smith  Homans  of  the  Banker's  Magazine  products 
for  this  invaluable  addition  to  his  report.    We  nine  years 
are  gratified  to  be  able  to  relieve  it  from  the  sus- 
picion which  may  justly  attach  to  any  anonymous 
compilation  of  this  kind  from  the  mere  circum- 
stance of  its  finding  a  place  among  the  official 
documents  emanating  from  our  Treasury  Depart- 
ment, which  are  generally  so  little  characterized 
by  the  manifestly  patient  and  conscientious  labor 
bestowed  by  Mr.  Homans  on  these  tables.    They 
occupy  one  hundred  and  seventeen  pages  of  the 
"  Report."  The  list  of  articles  embraces  all  kinds 
of  food,  of  foreign  and  domestic  origin,  and  of 
luxury  as  well  as  of  prime  necessity  ;  textile 
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fabrics ;  metals  raw  and  manufactured ;  glass, 
hides,  indigo,  oils,  wines,  &c.  First,  the  highest 
and  lowest  price  of  each  article  for  every  month 
of  the  year  is  given,  with  the  chargeable  duties 
annexed  ;  then  the  averages  of  each  year  are 
made  up  from  the  monthly  averages.  To  get  at 
the  cost  of  living,  we  select  fifteen  articles  which 
enter  into  ordinary  consumption,  and  take  their 
„  gross  price  for  each  year 

The  following,  for  several  years,    shows  the 
process  : 

1825.   1837.   1844.    1866. 


Sup.  wheat  flour  

...bbl., 

5.13 

9.14 

4.67 

10.62 

Northern  corn  meal  .  . 

....do. 

2.88 

4.87 

2.60 

7.55 

Anthracite  coal  

.  .  .  ton, 

9.16 

9.68 

5.06 

11.25 

Brazil  coffee  

....lb., 

17 

llf 

06} 

45 

Cotton  

....do. 

18J 

12 

06| 

1.54 

Dried  codfish  

.  .  .  cwt. 

2.49 

3.42 

2.67 

7.00 

Leather  

....lb. 

23J 

19 

15| 

40* 

Molasses  

...gall., 

35* 

37 

29| 

1.07 

Mess  pork  

....bbl. 

13.73 

21.08 

9.28 

41.63 

Mess  beef  

.  .  .  do. 

8.78 

13.50 

5.68 

15.50 

Butter  

lb., 

15J 

18 

10 

31 

Rice  

.  .  .  cwt. 

2.60 

4.01 

3.03 

12.00 

Sugar  

.  .  .  .lb. 

08J 

06| 

05| 

23* 

Tea  

....do. 

62* 

30 

37 

™* 

Wool  , 

....do. 

33* 

43* 

30 

97* 

$46.90*   67.48  34.40*  111.30 

Assuming  the  sum  of  these  prices  to  represent 
the  cost  of  living,  or  as  nearly  so  as  it  can  be 
got  at,  we  are  able  to  find  that  cost  for  each  year 
embraced  by  the  tables.  The  prices  for  1864, 1865, 
and  1866  we  supply  from  the  Banker's  Magazine, 
published  since  the  date  of  the  Treasurer's  Re- 
port. 
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1825. 

...46.90 

1839. 

...63.43 

1853.. 

.  49.24 

1826. 

...47.24 

1840. 

...50.98 

1854.. 

.  53.84 

1827. 

.  .  .49.89 

1841. 

...44.12 

1855.. 

.  57.17 

1828. 

...49.93 

1842. 

...36.99 

1856. 

53.70 

1829. 

...48.94 

1843. 

...36.14 

1857.. 

.  60.06 

1830. 

...45.71 

1844. 

...34.40 

1858.. 

.  49.46 

1831. 

...45.87 

1845. 

...41.39 

1859.. 

.  47.87 

1832. 

...50.30 

1846. 

...40.53 

I860.. 

.  46.85 

1833. 

...47.82 

1847. 

...51.95 

1861.. 

.  44.43 

1834. 

.  .  .44.21 

1848. 

...43.41 

1862.. 

.  47.76 

1835. 

...52.06 

1849. 

...42.58 

1863.. 

.  55.26 

1836. 

...62.70 

1850. 

...41.35 

1864.. 

.104.57 

1837. 

...67.48 

1851. 

.  .  .43.02 

1865.. 

.  82.86 

1838. 

..65.27 

1852. 

...50.48 

1866.. 

.  90.10 

The  average  cost  of  the  fifteen  articles  named  for  The  cost 
the  thirty-nine  years  ending  with  1863,  was  forty-  of  livin£- 
nine  dollars  a  year.  We  may  approximate  very 
nearly  the  total  expense  of  living,  from  this  base, 
"by  multiplying  the  average  toy  ten,  and  assum- 
ing four  hundred  and  ninety  dollars  as  the  cost 
of  support  per  man.  On  this  rule  if  the  cost  of 
living  of  one  person  was  $552.60  in  1863,  it  was 
$1,045.70  in  1864.  The  general  experience  will 
pronounce  this  proportion  to  be  very  near  the 
truth.  We  assume  ten  as  the  multiplier  because 
of  the  facility  which  it  gives  in  the^  comparison  of 
one  year  with  others. 

We    are    now   able  to  put  in  juxtaposition,  Currency 
the  volume  of  the  currency,  and  the  cost  of  living  compared! 
for  those  years  in  which  the  latter  has  been  so 
greatly  increased,   and    for    several    preceding 
years.     To  avoid  the  necessity  of  repetition,  and 
at  the  same  time  to  supply  all  the  influential 
causes  which  act  on  price,  or  are  supposed  so  to 
act,  we  add  the  amount  of  internal  taxes  col- 
10* 
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,lected,  and  also  the  bank  loans.  It  is  assumed 
that  the  specie  of  the  country  from  1854  to  1860 
was  about  the  average  of  two  hundred  and 
seventy-five  million. 


CURRENCY.  COST   OP  LIVING.    TAXES.      LOANS. 

1854 479,689,207 538.40 0 557  million. 

1855.... 461,952,223 571.70....  0 576  " 

1856. . .  .470,747,950 537.00. ...  0 634  " 

1857. . .  .489,778,822 600.60. ...  0 684  " 

1858. . .  .430,208,344 494.60. ...  0 583  " 

1859. . .  .468,306,818 478.70. ...  0 657  « 

1860 482,102,477 468.50 0 692  " 

1861 477,005,767 444.30 0 697  " 

1862 381,938,945 477.60 0 643  " 

1863 420,748,876 552.60 *41  mil.  649  " 

1864 565,409,917... 1,045.70 117  "   649  " 

1865 460,844,229 828.60 211     "      637  " 

1866 ....  445,812,559 901.10 ....  309     «       637  " 

*  These  amounts  of  internal  revenue  are  taken  from  the  Re- 
ports of  the  Commissioner,  excepting  that  of  1866,  which  is  from 
the  Register  of  the  Treasury  Department.  The  Register's 
receipts  for  the  three  years  1863-4-5  are  twelve  million  less  than 
the  amount  given  by  the  Commissioner,  who  makes  the  following 
explanatory  note : 

"  A  discrepancy  exists  between  these  amounts  and  those  from 
the  office  of  the  Secretary  of  the  Treasury.  The  same  receipts 
are  not  always  reported  and  entered  on  the  books  of  the  two 
offices  on  the  same  day.  The  difference  is  only  one  of  account. 
Other  discrepancies  of  like  character  may  be  observed  arising 
from  the  same  source." 

We  have  not  been  able  to  reconcile  the  two  statements  any  bet- 
ter in  the  gross  than  in  each  year.  The  present  Commissioner, 
Mr.  Rollins,  says  that  the  cost  of  collecting  the  revenue  does  not 
exceed  2.75  per  cent.  If  this  be  allowed  for,  a  difference  of  near 
four  million  of  dollars  is  still  left  with  the  explanation  that  "  it 
is  only  one  of  account."  We  do  not  question  the  accuracy  of  the 
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The  comparison  first  in  point  is  "between  the  The  flue- 
currency  alone  and  the  cost  of  living.     The  flue- tuatlons* 
tuations  do  not  correspond  from  year  to  year,  but 
move  adversely  and  indifferently.     The  adverse 
movements  are  as  follows  :  From 

1854  to  1855  cur.  falls  17  millions,  price  rises    6  percent. 

1855  to  1856  cur.  rises    8        "         price  falls     6      " 

1858  to  1859  cur.  rises  38        "         price  falls     3      " 

1859  to  1860  cur.  rises  14        "         price  falls     2      " 

1861  to  1862  cur.  falls   95        "         price  rises    7      " 
1865  to  1866  cur.  falls   15        "         price  rises    9      " 

The  concurrent  movements  are  : 

1856  to  1857  cur.  rises    19  millions,  price  rises    11  per  cent. 

1857  to  1858  cur.  falls     59      "        price  falls    18      u 

1860  to  1861  cur.  falls       4      "        price  falls      5       " 

1862  to  1863  cur.  rises    39      "        price  rises    16      " 

1863  to  1864  cur.  rises  145      "        price  rises    90      " 

1864  to  1865  cor.  falls  105      "        price  falls    21      " 

Here  are  just  as  many  adverse  as  there  are  of  currency 
concurrent  movements.     But  if  the  amount 
currency  regulates  the  prices  of  -the  market,  we 
ought  to  find  another  set  of  correspondences. 
We  ought  to  find  those  volumes  of  currency 
which  are  equal  or  nearly  equal,  supporting  the 
same  general  price  in  the  markets.     For  example, 
the  following  groups  of  years  should  give  about 
the  same  cost  of  living,  whereas  they  are  widely 
different : 

accounts,  but  we  do  question  the  method  that  makes  such  an 
unsatisfactory  explanation  necessary.  Yet  even  this  might  not 
challenge  our  inquisition  if  the  general  cypherings  of  the  Treas- 
ury Department  were  not  mystical  in  an  extraordinary  degree. 
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In  1854  the  currency  of  479  million,  gives  cost  of $538. 

1860  "      "   482   "       "     468. 

1861  "      "   477   "      "     444. 

1855  "      "   462   "       "     571. 

1865  "      "   461   "       "     828. 

1856  "      "   471   "       "     537. 

1859    "      "   468   "       "     478. 

1858    "      "   430   "       "     494. 

1863    "      "   421   "      "     552. 

1866  "      "   446   "      "     901. 

It  must  be  apparent  to  any  impartial  mind  that 
some  other  cause  than  that  of  the  currency  has 
"been  active  in  effecting  such  changes  of  price  as 
are  here  exhibited. 

Bank  ex-  The  theory  of  Mr.  McCulloch  that  "nothing 
theor^  Beyond  *  *  the  present  inflation  (of  the  cur- 
disproved  rency  and  the  bank  loans)  is  required  to  explain 
the  causes  of  the  current  and  advancing  prices" 
is  not  supported  by  the  appearance  of  the  loans, 
which  we  place  in  another  column  (expressed  in 
millions)  and  which  exhibit  a  decline  after  the 
year  1861.  We  do  not  however  repose  implicit 
confidence  in  these  returns.  We  are  aware  that 
it  is  a  practice  of  some  banks,  and  perhaps  not 
of  a  small  number,  to  force  a  flattering  statement 
of  their  affairs  by  transposition  of  items,  or  by 
some  trick  of  "financiering"  to  give  a  substan- 
tially false  face  to  their  returns.  And  from  some 
parts  of  the  country,  the  official  circulars  asking 
for  returns  are  not  answered  at  all,  through  fear 
of  invoking  an  intermeddling  examination. 
But  now  we  come  to  a  sensible  cause  which 
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every  man  who  pays  taxes  has  a  personal  knowl- 
edge of,  explanatory  of  the  increased  prices  of 
the  market—that  is,  the  internal  tax. 

For  nearly  four  years  while  our  terrible  civil  No  ad- 
war  rolled  on,  no  unusual  advance  in  prices  took  IJjJ^  ^ 
place.     The  cost  of  living  in  1863  was  but  little  fore  the 
above  the  average  of  thirty-nine  years  past,  and  S1^™ 
much  less  than  it  was  from  1836  to  184(^  and  in  nal  rev- 
several  other  years  of  that  term  ;  the  country  was  ei 
maintaining  an  army  of  a  million  of  men,  and  by 
the  vastness  of  its  labors  making  the  greatest 
labors  of  other  nations  seem  of  pigmy  propor- 
tions ;  the  negotiations  for  the  government  loans 
were  thrust  in  every  man's  face  until  the  debt 
reached  the  enormous  magnitude  of  two  thousand 
million  of  dollars ;  party  distraction  divided  the 
north  against  itself;  the  rebel  power  was  still 
unbroken,  and  despair  held  a  place  in  thousands 
of  brave  minds ;  yet,  marvellous  to  say,  the  cul- 
tivation of  the  fields  went  on,  mechanical  and 
commercial  pursuits  flourished,  and  the  people 
continued  to  live  in  their  long-accustomed  plenty 
without  increase  of  cost.     But  as  soon  as  the 
home  tax  was  levied,  all  was  changed.     The  cap- 
ital of  labor,  trade  and  commerce  was  touched, 
and  the  consequence  became  immediately  ap- 
parent. 

The  foregoing  record  leaves  little  to  be  said  in  Taxation 
explanation.      The  two  columns — of  the  excise  and  Price 
and  the  cost  of  living,  are  perfectly  concurrent,  rent. 
No  sooner  does  that  effect  which  we  have  ascribed 
to  taxation  in  previous  parts  of  the  volume,  viz. : 
that  it  takes  capital  out  of  its  natural  channels 
of  fruitful  employment  and  puts  it  in  a  barren 
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service,  no  sooner  does  this  "begin,  than  price 
also  "begin  to  advance  with  a  steady  pace.  It 
does  not  appear  to  depend  either  on  the  currency 
or  the  bank  loans.  Indeed,  if  we  except  the 
year  1864,  when  a  pure  fright  caused  by  the 
resignation  of  Mr.  Chase  from  the  Treasury  and 
by  the  jump  of  gold  from  198  to  285,  induced 
a  spasm*of  high  prices  to  rule  for  a  short  time — 
if  we  except  that  year,  the  general  volume  of 
"bank  expansion"  to  which  Mr.  McCulloch 
ascribes  such  omnipotent  influence,  was  in  arrest ; 
the  loans  were  not  so  high  as  when  prices  were 
lower,  and  the  currency  was  declining  while  these 
were  advancing.  What  can  be  more  demonstra- 
tive than  this  record  ?  And,  fortunately  we  have 
it  in  our  power  to  put  it  beyond  controversy. 
A  closer  Before  the  first  of  September,  1862,  the  price  of 
living  was  below  the  average  of  the  previous  thirty- 
eight  years.  On  that  day  began  the  collection 
of  the  internal  revenue.  The  following  table 
shows  how  immediately  the  pen  of  the  tax- 
gatherer  like  the  wand  of  a  magician  started  the 
markets  from  their  old  rest,  and  set  them  on  the 
track  towards  their  present  exorbitant  scale. 
There  was  no  record  of  the  receipts,  monthly, 
until  May,  1863,  and  up  to  that  time  the  com- 
parison is  general ;  but  for  the  fourteen  succeed- 
ing months,  we  are  able  to  place  the  cost  of 
living  and  the  collection  of  the  internal  tax  in 
close  comparison. 
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COST  OF  LIVING.  COLLECTION 

1862.  May...  $448.80 
June..  .  455.60 
July...  459.30 
Aug...  484.30 

Sept..  .  494.50  ____  Beginning  of  internal  taxation.  From 
Oct....  511.50  Sept.  1,  1862,  up  to  May  1,  1863, 

Nov....  518.10  the  aggregate  collections  amounted 

Dec...  526.60  to  $27,133,998 

1863.  Jan  ...  529.70 
Feb...   574.40 
Mar...  573.60 
April..  534.80 

May...  524.10  .........................  4,963,895 

June..  .  518.70  ........................  4,488,411 

July...  551.50  ........................  5,298,967 

Aug...  508.30  ........................  5,604,201 

Sept  .  .  515.00  ........................   6,136,205 

Oct.  .  .  .  557.20  .............  .  ..........   9,511,768 

Nov....  614.90  ........................  7,953,983 

Dec  .  .  .  641.60  ........................   9,034,501 

1864.  Jan...  .  673.40  ........................   9,177,765 

Feb  .  .  .  690.60  .......................  .   9,355,094 

Mar....  688.00  ...............  .  ......     8,149,953 

April..  721.30  ........................  10,945,111 

May  ...  841.10  ........................  12,098,402 

June  .  .  878.40  ........................  14,994,366 

At  this  point  the  returns  cease  to  "be  reported  Progress- 
monthly;  but  their  progressive  increase  during 
the  next  year  was  in  the  proportion  of  117  to  211, 
and  for  the  year  following  in  that  of  211  to  309. 
The  cost  of  living  has  advanced  in  a  continuous 
ratio  until  it  has  reached  a  point  at  which,  in  our 
great  cities,  it  is  alarming  even  to  people  of  liberal 
income,  while  to  the  mass  it  is  distressing,  and 
to  the  poor  it  has  become  a  terror.  The  neces- 
sity is  imposed  of  compensating  for  exorbitant 
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rents  by  a  reduction  of  healthful  comforts,  and 
even  of  the  quality  of  food.  It  is  not  an  over- 
coloring  of  the  subject  to  say  that  thousands  of 
the  needier  class  are  on  the  edge  of  famishing. 
The  sanitary  conditions  of  life  are  wanting,  not 
only  in  outward  circumstances,  but  in  the  im- 
poverished blood  of  the  body.  If  pestilence  does 
not  glare  in  the  open  streets,  it  lurks  in  cellars, 
alleys,  and  garrets,  whence  it  may  find  its  exit  at 
any  noon  day,  and  seat  itself  on  the  steps  of 
every  house. 


THE   NATIONAL  DEBT   OF    GEEAT 
BRITAIN. 


The  "British  debt"  has  long  been  the  haunt- The  ap- 
ing ogre  of  all  fiscal  theorists.     And  it  may  well  |J &™ce 
be  so.     Its  record,  and  the  record  of  those  who  British 
have  had  the  management  of  it,  is  extraordinary  e 
in  many  aspects.     It  is  frightful  to  contemplate, 
as  a  source  of  infinite  sufferings  to  the  people ; 
it  is  grand  to  contemplate  the  people  carrying  it 
on  their  backs  and,  though  oppressed   by  it, 
laughing  at  its  increase  as  they  go  to  wars  in 
defence  of  rights,  or  for  conquests  that  are  to 
make  them  great ;  it  is  inscrutable  to  think  of 
the  wisest  statesmen  and  economists  struggling 
in  vain  to  cancel  or  even  to  diminish  it ;  and,  in 
the  words  of  Sir  Morton  Peto  :  "it  is  a  truly 
lamentable  consideration  when  we  calmly  reflect 
upon  it,   that    the    increasing   national  wealth 
should  actually  have  been  used,  not  to  decrease, 
but  to  add  to  the  amount  of  the  already  enor- 
mous national  deficiencies." 

We  propose  to  make  of  the  British  debt  an  increased 
example  for  our  own  instruction.     It  has  grown  ?*  ^ow' 
to  its  present  magnitude  on  a  steady  advance  of  sources, 
the  ability  to  liquidate  it.     There  was  a  time 
perhaps,  as  Sir  Morton  Peto  tells  us,  when   "it 
could  by  no  means  be  said"  that  the  debt  was 
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within  the  resources  of  the  nation.  This  was 
about  the  year  1830.  If  England  had  been 
involved  in  war  at  that  time,  her  financial  con- 
dition would  have  been  embarrassing  in  the 
highest  degree.  In  1841  the  taxation  of  the 
British  Empire  was  £48,000,000,  in  Federal 
money  $220,000,000.  In  1862  it  was  £70,000,000 
or  $350, 000, 000. 

"The  financial  operations  of  Mr.  'Gladstone  in 
1854-5  established  the  fact  that  it  was  futile  to 
attempt  to  impose  the  entire  burden  of  a  war  in 
the  form  of  a  levy  of  taxation  from  the  people. 
A  large  proportion  of  the  increased  burden 
necessary  for  any  future  war  must  therefore  be 
raised  in  the  form  of  addition  to  the  debt."* 

We  may  hence  infer  that  the  British  debt  is 

very  nearly  as  large  as  the  people  can  support, 

notwithstanding  the  enormous  exports  of   the 

United  Kingdom,  which  reached  in  1860,  the 

prodigious  sum  of  £136,000,000,  or  $680,000,000. 

Revenue       Of  the  total  taxation    above  named,   about 

Govern-    $120,000,000  is  derived  from  duties  on  imports, 

ment-       and    $230,000,000  from  what   is    called   in  the 

United  States  "internal  revenue." 

The  total  National  Debt  of  Great  Britain  in 
1861,  was  £799,949,807,  or  in  round  numbers 
eight  hundred  million  of  pounds  sterling ;  in 
Federal  count,  four  thousand  million  of  dollars. 
The  rate  of  interest  is  about  3.25  per  cent.  The 
following  extracts  from  Sir  Morton  Peto's  book 
show  how  the  affairs  of  the  British  Treasury  have 
been  managed  • 

*  Taxation :  its  levy  and  expenditure,  &c.  By  Sir  S.  Morton 
Peto.    D.  Appleton  &  Co.    1866. 
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"  Not  only  have  we  increased  our  national  debt  Bad  man- 
during  a  period  of  increasing  prosperity,  but  we  JJ| ement 
have  failed  to  make  at  any  period  of  tiiat  pros-  taxes! 
perity  the  smallest  foundation  for  the  occurrence 
of  emergencies.     *          Our  wars  have  actually 
found  us  unprepared  with  the  finances  to  meet 
them.      When  the  Russian  war  broke  out,  the 
revenue  of  the  nation  had  risen  from  £47,000,000 
in  1842  to  nearly  £54,500,000  in  1853,  an  increase 
of  over  seven  millions  and  a  half  per  annum. 
Yet  of  sixty-seven  millions  of  money  which  dur- 
ing these  eleven  years  of  perfect  peace,  had  thus 
been  added  to   the  national  revenue,   not  one 
%  single  farthing  had  been  put  by  to  meet  an  emer- 
gency ! 

"  Since  Sir  Robert  Peel's  resignation  of  office ^oim. 
no  new  principle   has    been    developed  in  the  prove-      * 
administration  of   the    finances  of   the  nation. ment  in 
One  would  suppose,  from  the  experience  of  the  twenty* 
last  twenty  years  that  the  taxation  of  the  great-  years, 
est  nation  of   the  world  was  susceptible  of  no 
improvement,  and  that  in  the  levy  and  expendi- 
ture of  some  140  millions  of  money  annually 
there  was  nothing  to  be  learnt.     Since  1842  all 
that  has  been  done  to  meet  a  difficulty  has  been 
to  increase  the  income  tax ;  all  that  has  been 
done  with  the  revenue  when  it  had  been  increased, 
has  been  to  find  new  objects  on  which  to  ex- 
pend it. 

"  It  is  truly  remarkable  that  with  the  advance  Extrava- 
of  science,  with  the  development  of  commerce,  withgance  the 
the  accumulation  of  wealth,  with  the  improve-  ™iing 
ments  in  intercourse,  with  better  principles  of  1( 
legislation,  better  laws,  and  more  just  and  speedy 
administration  of  them,  no  single  attempt  should 
have  been  made  at  improved  administration  of 
finance.    The  State  seems  to  have  no  idea  but  to 
spend  as  much  as  possible  ;  it  applies  no  new  idea 
either  to  the  best  mode  of  saving,  or  to  the  best 
mode  of  raising  the  money  to  spend.     Others  who 
possess  means  try  to  make  them  reproductive. 
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The  State  does  nothing  to  make  either  its  revenne 
or  its  expenditure  reproductive.  Its  taxes  are  a 
dead  weight,  and  so  are  its  disbursements.  Of 
all  the  seventy  millions  a  year  now  collected  and 
expended,  it  is  difficult  to  find  an  item  that  can 
"be  shown  to  reproduce  itself,  except,  it  may  be 
contended,  in  the  order  preserved  amongst  our 
population  at  home,  and  the  protection  afforded 
to  our  property  and  interests  abroad, 
it  is  the  "  What  is  most  needed  on  this  question  is  ear- 
bone  of  nestness.  The  great  financial  interests  of  this 
Arties'1  kingdom,  involving  as  they  do  the  greatest  com- 
mercial interests  of  the  world,  surely  should  not 
be  dealt  with  as  they  are  dealt  with,  in  a  mere 
party  spirit,  and  as  a  means  of  shuffling  the  Gov- 
ernment from  the  hands  of  one  party  into  those  of 
another.  The  speeches  of  rival  Chancellors  of  the 
Exchequer,  each,  imputing  blame  to  the  other, 
though  they  may  excite  the  cheers  of  opposing 
parties  within  the  house,  and  the  temporary  ad- 
miration of  the  unthinking  put  of  doors,  can 
scarcely  be  regarded  as  tending  to  a  solution  of 
the  subject  by  those  who  have  at  heart  the  true 
interests  of  the  people.  Reproaches  and  invec- 
tive in  no  way  tend  to  reductions  of  taxation." 

"  What  the  nation  really  wants  is  the  renewed 
application  of  a  sound  principle  to  its  financial 
policy."  pp.  9  to  12. 

On  the  first  page  of  this  book  Sir  Morton  puts 
the  following  questions : 

Hard  "  What  is  the  cause  of  the  chronic  disaffection 

questions,  which  prevails  in  this  kingdom  on  the  subject  of 
finance?  Why  are  the  people  continually  en- 
gaged in  a  struggle  against  the  pressure  of  taxa- 
tion ?  Why  are  ministers  in  perpetual  jeopardy 
in  discussions  on  the  budget  ?  Are  the  principles 
of  our  taxation  sound  or  imperfect  3  Is  our  reve- 
nue raised  from  a  willing  or  from  a  reluctant  peo- 
ple ?  Are  our  taxes  equitably  or  unequally  ap- 
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portioned  ?  Is  the  burden  of  taxation  light  or 
grievous  ?  Is  our  expenditure  well  managed  ? 
Is  it  kept  within  reasonable  limits  1  &c." 

The  last  chapter  of  the  work  begins  with  a  quo- 
tation from  the  Right  Honorable  James  Wilson  : 

"  Finance  is  not  mere  arithmetic  ;  finance  is  a  Finance  a 
great  policy  ;  it  lies  at  the  bottom,  at  the  root  of  s1^ 
the  Government   of    every   country.      Without1*0    7> 
sound  finance,  no  sound  government  is  possible  ; 
without  sound  government,  no  sound  finance  is 
possible.     In  the  commercial  and  fiscal  policy  of 
a  nation  lie  the  foundation,  the  happiness,  the 
prosperity,  and  the  welfare,  not  only  or  the  work- 
ing classes,  but  of  the  capitalists  also." 

Again,  Sir  Morton : 

"  Since  1848  Parliament  has  exercised  very  lit- 
tle, and  to  all  appearance  a  decreasing  amount  of 
control  over  the  public  expenditure.  Estimates 
are  submitted  by  the  Government,  objections 
taken  to  them  are  received  with  indifference  and 
impatience  by  their  supporters,  and  the  amount 
demanded  is  voted  in  a  lump,"  &c. 

The  author  cites  a  case  where  "the  first  Minis-  Loose  ad_ 
ter  of  the  Crown"  called  for  two  millions  sterling  mmistra- 
for  fortifications,  and  obtained  it ;  but  shortly  treasury.6 
after  it  was  discovered  that  it  was  to  build  huge 
forts  on  a  sand  bank  at   Spithead  where  they 
would  be  utterly  useless,  and  the  appropriation 
was  rescinded.     Sir  Morton  speaks  of   ' c  the  ab- 
sence 6*f  a  governing  principle  in  affairs ; "   of 
uhow  much  is  overdone  in  the  departments,  es- 
pecially in  printing ; "   "  instead  of  simplification, 
multiplication  is  the  rule;"  he  asks,   "can  we 
not  find  a  man  who  will  set  himself  to  simplify  ? " 
— "If  certain  principles  were  laid  down,  not  to 
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be  departed  from  except  in  extremity,  great  na- 
tional benefit  would  result."  Referring  to  need- 
less expenditures,  waste  and  a  thousand  irregu- 
larities, lie  says : 

"All  this  proceeds  from  the  ill-considered, 
scattered,  and  unbusinesslike  manner  in  which 
the  finances  of  the  country  are  administered,  each 
department  doing  pretty  much  as  it  pleases,  one 
very^  often  quarreling  with  another,  and  all  con- 
spiring to  resist,  not  only  a  general  control,  but 
even  the  operation  of  the  law  itself." 

Like  our  own,  the  British  Treasury  embraces 
numerous  bureaus  which  have  no  natural  con- 
nection with  each  other,  some  of  them  utterly 
incongruous,  and  all  forming  such  a  tangled  mass 
as  makes  order  impossible. 

The  com-  "The  Home  Office,  Admiralty,  the  Colonial 
plication  Office  and  the  Emigration  Board,  all  have  a  share 
in  the  Convict  question ;  the  Foreign  Office,  the 
War  Office,  the  Colonial  Office,  the  Admiralty, 
the  Horse  Guards  and  the  Treasury,  all  have 
something  to  say  on  the  question  of  Colonial  mil- 
itary expenditure.  One  department  differs  from 
another  ;  scarcely  any  two  of  them  agree  ;  there 
is  no  controlling  power  ;  for  Parliament  practic- 
ally abdicates  its  control  of  the  expenditure  of 
the  public  money,  and  the  consequence  is  not 
only  confusion,  but  excessive  expenditure  and 
waste." 

We  conclude  these  extracts  from  Sir  Morton's 
enlightening  book  with  one  that  describes  the 
social  consequences  of  excessive  taxation,  and  of 
a  badly  administered  financial  system ;  though 
little  indeed  does  the  British  Treasury,  any  more 
than  our  own,  deserve  the  name  of  system,  unless 
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we  may  apply  this  term  to  a  vast  body  and  scene 
of  disorder. 

"In  raising  and  expending  one  hundred  andH°^the 
forty  millions  annually,  we  look  to  the  burden  motes™" 
which  can  be  borne  by  the  tax-payer — to  the  pauper- 
amount  required  for  military,  naval,  and  miscel-  ism. 
laneous  purposes  ;  but  we  scarcely  ever  hear,  in 
Budget  speeches  or  debates  upon  Finance,  one  syl- 
lable as  to  the  effect  either  of  the  taxes  or  of  their 
expenditure  upon  the  state  of  our  poorer  breth- 
ren.    I  do  not  refer  to  the  indirect  effect  which 
the  remission  of  a  tax,  or  the  increase  or  decrease 
of  expense  may  have  upon  their  welfare,  but  to 
the  actual  condition  of  our  population,  as  direct- 
ly affected  by  the  system  under  which  we  live, 
ft  is  an  awful   consideration  that  in  England, 
abounding  as  it  does  with  wealth  and  prosperity, 
there  are    nearly  a  million   of  human    beings 
receiving  indoor  and  outdoor  relief  as  paupers  in 
the  different  Unions,  besides  the  still  greater  num- 
ber dependent  upon  the  hand  of  charity.     As  the  A -dread- 
population  of  England  and  Wales  by  the  last  ^  .con- 
census  was  20,205,504,  it  follows  that  nearly  one-  e 
twentieth  part  of  our  people  are  subsisting  upon 
charity  !     I  repeat  that  this  is  an  awful  fact,  and 
one  which,  in  the  midst  of  our  unrivalled  pros- 
perity,  ought   to    cause   us    deep   humiliation. 
When  we  congratulate  ourselves  upon  the  state 
of  our  country — when  we  swell  with  pride  as  we 
point  to  our  palaces,  our  parks,  our  great  national 
public  works,  the  mansions  of  our  nobles,  the 
luxurious  establishments  of  our  great  merchants 
and  manufacturers,  ought  we  not  to  feel  abased 
at  the  idea  that  one  in  every  twenty  amongst  us 
is  a  pauper?"  * 

*  Foot  note  from  the  same. — The  number  of  paupers  receiving 
relief  in  England  and  Wales  was  : 

Jan.  1,  1819,  indoor,  119,375  ;  outdoor,  815,044  ;  total,  934,419. 

Jan.  1,1862,      "        142,400;       "         790,000;      "      932,400. 
So  that  pauperism  has  not  decreased  in  England  during  the 
period  of  the  greatest  prosperity  in  wealth  and  luxury  which  this 
country  ever  knew. 
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A  parallel  In  nearly  all  of  these  extracts  we  read  a  de- 
United  scription  of  our  own  affairs.  We  levy  taxation 
States.  and  conduct  expenditure  on  purely  arbitrary 
grounds  and  without  reference  to  a  single  princi- 
ple of  economy.  The  only  rule  of  finance  that 
our  Treasury  Department  has  discovered  is  to 
divide  the  sum  total  of  debt  by  28  and  to  adopt 
the  result  as  the  measure  of  our  yearly  burden. 
This  rule  has  already  destroyed  the  business  of 
shipbuilding,  the  material  basis  of  our  sea  trans- 
port which  in  1866  amounted  to  near  six  hundred 
million  of  dollars  in  currency  value,  and  is  rap- 
idly increasing.  It  has  put  a  stop,  in  Mr.  McCul- 
loch's  own  words,  to  "the  building  of  houses," 
the  "erection  of  mills,"  and  the  "development 
of  industry,"  "retarded  the  healthy  growth  of 
towns  and  cities"  and  "checked"  improvement 
generally.  "New  mills,"  says  the  Secretary, 
"cannot  be  erected  and  put  into  operation  with 
any  prospect  of  fair  returns  upon  the  investment, 
unless  upon  the  expectation  that  taxes  will 
remain  as  they  are,  and  prices  be  sustained,  if 
they  are  not  advanced."  What  an  unnatural 
extremity  is  this  that  makes  the  profits  of  one 
class  of  people  consist  in  the  oppressive  taxation 
of  other  classes?  If  we  have  already  reached 
that  point,  we  are  well  on  the  way  in  the  footsteps 
of  the  English  pattern,  and  may  begin  to  prepare 
our  national  poorhouses. 

^ted  In  other  respects  also,  we  follow  the  example 
states  of  our  illustrious  mother.  While  progress  is 
in  the1Dff  achieved  in  every  other  branch  of  human  interests, 
footsteps  jn  finailce  there  is  none.  We  do  not  deal  with 
England,  finance  as  "a  great  policy,"  which  has  appro- 
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priate  laws  and  principles,  but  as  a  great  acci- 
dent to  be  carried  along  by  temporary  expedients. 
"  Give  us  a  settled  policy"  is  the  cry  of  all  our 
capitalists.  "  What  is  the  cause  of  the  chronic 
disaffection  which  prevails  in  this  kingdom  on 
the  subject  of  finance  ?" — asks  Sir  Morton  Peto  on 
British  ground — a  question  of  which  the  echo 
does  not  cease  for  one  instant  in  the  United 
States.  Sir  Morton  tells  us  of  ten  million  of 
dollars  voted  in  the  British  parliament  to  build 
useless  fortifications  on  the  sand  banks  at  Spit- 
head,  of  which  we  have  a  ready  parallel  in 
"League  Island."  He  tells  us  of  the  enormous 
expenses  of  printing  in  the  Treasury  offices,  and 
of  the  complexities  and  circumlocutions  of  the 
numerous  bureaus  ;  we  have  exact  copies  of  the 
same.  "If  certain  principles  were  laid  down, 
not  to  be  departed  from  except  in  extremity,"  he 
suggests,  and  we  respond  in  the  same  words. 

"  The  great  financial  interests  of  this  kingdom,"  The  par- 
he  says,  "  surely  should  not  be  dealt  with 
they  are  dealt  with,  in  a  mere  party  spirit,  and 
as  a  means*  of  shuffling  the  government  from  the 
hands  of  one  party  into,  those  of  another."  All 
we  have  to  do  is  to  write  "the  United  States" 
instead  of  "kingdom"  and  the  history  is  perfect. 
To  his  sad  and  revolting  picture  of  the  pauperism 
resulting  from  excessive  and  ill-managed  taxa- 
tion, we  are  yet  happily  without  a  parallel ;  but 
how  long  we  may  remain  so  is  an  open  problem, 
if  we  may  'accept  Mr.  McCulloch's  account  of 
the  unfortunate  condition  of  our  business  affairs 
together  with  his  total  incapacity  to  devise  any 
plans  for  its  improvement. 
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Mitigat-  On  this  point  of  commercial  and  industrial 
depression,  the  Secretary  is  grossly  in  error,  so 
far  as  he  keeps  out  of  view  the  recuperative  forces 
of  the  country.  We  have  a  long  way  to  go,  yet, 
before  we  approach  the  really  critical  condition 
of  the  British  example.  We  have  terms  of  wealth, 
resources  of  production,  and  elements  of  inherent 
strength,  that  need  only  to  be  disencumbered  of 
the  Treasury  incubus,  when  they  would  spring  at 
once  into  flourishing  vigor.  Capital  is  more  than 
abundant.  It  cries  out  for  something  better  to 
do  than  to  engage  in  the  perilous  speculations  of 
Wall  street.  Let  there  be  a  commercial  and  not 
a  political  brain  in  the  Treasury  department, 
and  these  elements  will  show  themselves  irrepres- 
sible, even  by  the  present  exorbitant  taxation. 

Finance  a  We  desire  to  call  special  attention  to  the  recog- 
nition in  the  passages  from  Sir  Morton' s  book,  of 
the  leading  idea  which  we  have  endeavored  to 
illustrate  in  this  volume,  viz.  :  that  finance  is 
capable  of  being  constructed  into  a  scientific 
system.  The  roots  of  science  are  in  every  term 
of  our  economy,  and  partial  organization  already 
exists  in  a  thousand  separate  circles.  The  great 
primary  terms — our  common  nature  and  common 
want,  common  incentives,  common  ability,  com- 
mon laws  and  language,  common  and  mutual 
dependence  ;  the  co-operative  forms  and  institu- 
tions growing  upon  these ;  the  common  improve- 
ments by  which  society  is  bound  together,  the 
reciprocal  labors  and  industries  of  the  country- 
all  point  and  tend  in  one  direction,  and  of  them- 
selves converge  towards  a  relation  of  harmony 
and  fitness  which  constitutes  the  character  of  a 
scientific  F.ystem. 
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From  anything  in  Sir  Morton's  book,  it  does  British 
not  appear  that  the  financial  affairs  of  the  British 
Treasury  are  "better  organized  than  our  own.  They 
are  in  the  same  unsatisfactory,  unimproving  con-  can. 
dition.  That  part  of  the  machinery  of  society 
which  has  been  in  private  hands,  shows  a  won- 
derful progress.  Commerce,  industry  and  labor 
have  done  everything  to  facilitate  movements,  to 
save  time,  to  economize  power,  to  unite  in  a 
system  all  the  interests  in  their  charge  ;  besides 
supporting  themselves  and  accumulating  capital, 
they  have  supported  the  State.  But  the  govern- 
ment has  not  improved  its  methods  of  doing 
business  in  a  single  important  respect,  for  twenty 
years  past ;  it  has  not  conceived  a  new  idea,  but 
pursued  its  old  blind  way,  stumbling  over  the 
improvements  of  society,  seemingly  unconscious 
of  their  existence.  The  National  Debt  has  gone 
on  grinding  the  people  to  powder,  until  one  in 
every  twenty  of  them  is  reduced  to  the  necessity 
of  begging  for  a  subsistence. 

And  all  this  takes  place,  as  a  member  of  the 
British  Parliament  tells  us,  "  during  the  period 
of  the  greatest  prosperity  in  wealth  and  luxury 
which  England  ever  knew,"  while  the  resources 
of  the  country  are  rapidly  on  the  increase,  and 
when  there  is  not  the  slightest  doubt  of  their 
efficiency  to  put  the  debt  in  effective  liquidation, 
while  at  the  same  time  reducing  the  taxation 
from  year  to  year. 

It  is  at  this  point  that  the  people  of  the  United  instruc. 
States  may  reap  instruction  from  the  British  tive 
example.      Why  is    it  that   the   debt  has  not 
been  reduced?    Not  through  any  deficiency  of 
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revenue,  ^ut  simply  because  the  Treasury  has 
no  plan  of  liquidation,  no  policy,  no  principles 
of  financial  science  applied  in  its  administration. 
When  the  Sinking  Fund  was  abolished,  Parlia- 
ment declared  that  "for  the  future  the  amount 
of  the  Sinking  Fund  should  be  the  actual  surplus 
of  the  revenue  over  the  expenditure. ' '  In  getting 
rid  of  one  error,  it  fell  into  the  opposite  of  putting 
expenditure  before  liquidation,  a  very  subtle 
mistake  which  has  led  to  the  gravest  of  conse- 
quences. There  is  a  certain  revenue  for  the  year. 
What  ought  to  be  the  first  application  of  that 
revenue?  Beyond  all  doubt,  the  debt.  What 
is  then  left  should  be  the  limit  of  expenditure. 
This  is  the  commercial,  the  natural  order.  But 
The  cart  the  political  order  is  the  reverse.  The  budget  of 

before  the  ...  .  ,    «  °     ,, 

horse.  general  appropriations  is  opened  first,  and  the 
whole  revenue  is  laid  out  before  it,  without  a  line 
to  mark  the  claim  of  the  debt,  either  for  interest 
or  liquidation.  When  the  last  current  require- 
ment is  provided  for,  it  is  fortunate  if  the  interest 
can  be  met  without  a  deficit.  This  is  a  suflicient 
reason  why  the  management  of  the  debt  should 
be  put  into  the  care  of  a  separate  bureau  with 
its  own  special  revenue",  where  the  current  expen- 
diture should  never  invade  it. 

British  ^  we  suPPose  suck  a  separation  to  be  estab- 
lished  in  the  British  Treasury,  the  very  first  thing 
fl^  Becomes  apparent,  is,  that  the  debt  is  not 

burden ;  the  burden  under  which  the  kingdom  reels.  Look 
at  the  figures : 

Total  revenue  of  1861,  (assumed  to  be  equal  to  the 

gross  expenditure) £72,842,000 

Interest  on  the  debt 26,000,000 

Current  expenditure £46,842,000 
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It  is  this  last  great  sum,  nearly  double  of  the  but  the 
annual  interest,  that  grinds  to  powder  the  work- 
ing   classes    of   England.      Sir    Morton's    bookture- 
shows  that  there  is  enough  of  this  spent  on  use- 
less establishments,   on  sinecures,  pensions  for 
the  rich,    salaries  for  imaginary  incumbencies, 
official  gratuities,  and  in  almost  every  form  of 
extravagance  and  waste,  to  liquidate  the  debt 
even  more  rapidly  than  might  consist  with  a  just 
regard  to  the  general  economy  of  the  kingdom. 

For  the  readier  understanding  of  the  American 
reader,  we  convert  the  foregoing  statement  into 
Federal  money  : 

Total  revenue  of  the  British  Government  for  the 

year  1861 $364,210,000 

Interest  on  the  debt 130,000,000 


Current  expenditure  for  1861 $234,210,000 

Taking  the  annual  interest  as  the  measure  of  Debt 
the  debt,  and  that  is  the  only  true  measure,  the  °j  ^h® 
National  debt  of  the  United  States  is  just  one-  states 
fourth  larger  than  that  of  Great  Britain  ;  but^fth 
adding  the  current  expenditures  to  each,  the  latter  British, 
is  one-fifth  greater  than  the  former.    The  compar- 
ison is  as  follows : 

Interest.  Total  Expenditure. 

Great  Britain. $130,000,000 $364,210,000 

United  States 162,000,000 305,000,000 

It  is  not  alone  the  interest  on  the  public  debt  Total 
that  expresses  the  yearly  burden,  but  the  total 
taxation.      The  material  thing  to  be  considered  the 
is,   the  charge  on  the  labor,  industry  and  com- measure- 
merce  of  the  country ;  and  in  comparing  the 
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charge  of  one  country  with  another,  the  relative 
resources  must  be  taken  into  account.  On  all 
"bearings,  the  yearly  taxation  of  the  United  States 
is  doubtless  much  below  that  of  Great  Britain  ; 
but  it  is  not  within  the  scope  of  our  present  pur- 
pose to  dilate  on  this  point. 

Pauper-  A  special  consideration  of  the  most  serious 
natural  an<l  momentous  nature  is  suggested  by  the  pro- 
result  in  digious  tax  laid  on  the  productive  and  indus- 
'  trial  labors  of  the  British  Kingdom,  in  connec- 
tion with  its  influence  on  the  popular  life,  as  it  is 
represented  by  Sir  Morton  Peto,  and  by  other 
writers  on  this  subject.  It  is  this :  that  the 
inequality  of  condition  in  the  extreme  classes  has 
become  so  confirmed  by  the  long-continued  action 
of  excessive  taxation,  that  the  tendency  to 
pauperization  is  no  longer  an  accidental,  but  a 
constitutional  fact.  As  the  weight  of  a  tax  is 
always  more  grievous  on  the  poor  than  on  the 
rich,  the  unequalizing  process  never  ceases.  Is 
not  this  the  explanation  of  the  sad  record  that 
every  twentieth  inhabitant  of  England  and  Wales 
is  a  pauper  ?  And  this  is  not  the  whole  record. 
There  is  another  twentieth  in  the  next  gradation, 
which  is  but  little  removed  from  the  same  con- 
dition ;  and  another  grade  still  but  little  removed 
from  that.  Society  consists  of  these  grades  from 
the  lowest  upward,  which  touch  each  other  in 
fhe  scale. 

Resources  The  British  people,  like  ourselves,  boast  of 
«jfce:&»ttilttl>le  resources,"  and  like  ourselves, 
we  fancy,  are  misled  by  the  boast.  However 
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great  may  be  the  natural  wealth,  or  the  accumu- 
lated property  of  a  country,  the  only  resource 
of  the  State  is  that  portion  of  the  profits  of  the 
labor  and  industry  of  the  people  that  is  collectable 
by  tax.  Coal  mines  and  gold  mines  are  nothing 
to  the  public  treasury  beyond  the  tax  paid  by 
the  owners.  And  this  is  not  an  ''inexhaustible" 
but  an  exhaustible  resource.  It  is  far  from  certain 
that  the  taxation  of  England  is  not  very  nearly 
exhausted  at  the  present  moment.  As  soon  as  a 
tax  begins  to  oppress  labor,  pushing  it  towards 
pauperism,  the  proper  limit  of  it  is  surpassed, 
and  that  resource  is  exhausted.  The  great 
hoards  of  wealth  in  England  may  pay  their 
annual  tribute  to  the  revenue  very  willingly  and 
without  distress  to  the  payers,  but  the  limits  of 
taxation  may  nevertheless  be  reached,  beyond 
which  the  legislature  cannot  go  one  step  but  at 
the  risk  of  revolution  ;  and  what  then  will  become 
of  the  "inexhaustible  resources  "  of  the  country  ? 

Let  us  not,  like  the  ostrich,  conceive  that  we  Pauper 
escape  danger  by  covering  our  eyes.     The  pro-  J^ in 
cess  of  pauperization  has  begun  in  the  United  United 
States.     The  two  Treasury  reports  of  Secretary  states* 
McCulloch  prove  it.    Happily  it  is  not  with  us 
as  with  England,   that   our  resources  are  ex- 
hausted ;  but  we  have  the  effects  of  exhaustion 
proceeding  from  the  bad  administration  of  the 
debt — the  very  same  that  in  England  have  re- 
sulted from  the  long-continued  extreme  pressure 
on  her  working  muscle.     But  of  what  conse- 
quence is  it  to  a  man  whether  the  instrument  that 
knocks  him  down  is  made  of  wood  or  of  iron  1 
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It  is  the  deprivation  of  food  that  starves  him,  and 
the  oppression  of  labor  is  the  deprivation  of  food. 
"  Sir  Robert  Peel  certainly  did  show  us,"  says 
Sir  Morton,  uthat  a  readjustment  of  taxation 
on  sound  principles  might  be  made  a  means  of 
adding  to  the  national  wealth  and  to  the  prosper- 
ity of  the  people  without  any  diminution  of  the 
national  revenue."  This  is  the  problem  that 
seems  to  be  beyond  the  apprehension  of  our 
Treasury  department. 

taxation*  There  is  a  closer  limit  of  taxation  in  the  United 
in  the  States  than  there  is  in  England.  Our  resources 
States!  mav  ^e  the  greater,  and  yet  their  exhaustibility 
be  more  imminent.  The  American  man  will  not 
allow  the  mere  sufficiency  of  food  and  a  glass  of 
beer  to  be  the  measure  of  his  wants.  His  intel- 
lectual nature  also  is  to  be  supported.  The 
moment  taxation  takes  from  his  evening  table 
the  newspapers,  magazines,  and  books  which 
make  the  bread  of  his  public  life,  that  moment 
its  extreme  bounds  are  touched,  and  the  "  in- 
exhaustible resources"  of  which  we  boast  so 
proudly  are  on  the  verge  of  exhaustion.  In 
fact  we  touch  this  crisis  already,  not  as  England 
does,  by  the  natural  results  of  a  long  process 
of  unequalization  favored  by  laws  of  entail  and 
primogeneture,  but  by  the  accident  of  bad  man- 
agement purely,  and  through  the  incompetency 
of  immediate  administration. 

Making 

taxation       The  only  meaning  possible  to  be  assigned  to 
penditure  the  theory  of  making  taxation  and  expenditure 


productive,  is  that  which  we  have  explained  in 
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connection  with  the  levy,  and  the  application  of 
the  revenues  to  the  extinction  of  the  public 
debt.  The  payment  of  taxes  cannot  of  itself 
be  productive  to  the  payer,  because  it  is  a  loss 
of  capital.  The  greater  economy  he  may  prac- 
tice in*  order  to  meet  the  tax  has  no  logical  con- 
nection in  the  argument.  It  is  therefore  a  rela- 
tive and  not  a  positive  advantage  that  is  to  be 
secured  ;  it  is  to  choose  that  method  by  which  the 
least  injury  is  reflected  on  business  and  property, 
instead  of  another  that  reflects  greater  injury. 
The  simpler  form  to  express  the  theory  is,  that 
taxation  shall  be  so  levied  as  to  disturb  in  the 
smallest  degree  the  fruitful  employment  of 
capital,  and  that  the  collections  shall  be  paid 
out  again  as  quickly  as  possible  to  restore  the 
capital  which  has  been  so  displaced. 

In  the  tables  that  follow,  we  have  applied  to  Constant 
the  British  debt,  the  same  plan  of  liquidation  as  JJ?Bri- 10 
we  have  proposed  for  our  own.  The  result  tish  debt. 
appears  to  dispel  the  terrors  that  have  so  long 
hung  over  it.  The  adoption  of  the  same  annual 
constant,  viz.  :  ten  million  of  dollars,  or  only  two 
million  of  pounds  sterling,  will  pay  off  the  whole 
debt  of  England  in  two  hundred  and  thirty- six 
years.  We  do  not  think  it  necessary  to  give  the 
tables  for  this  scale  in  full,  our  chief  design  being 
to  show  the  great  power  of  a  small  constant 
uninterruptedly  applied.  For  a  higher  con- 
stant— of  twenty -five  million  of  dollars,  or  five 
million  of  pounds  sterling,  we  give  the  full 
tables ;  and  show  by  them,  that  the  debt  can  be 
completely  extinguished  in  one  hundred  and 
11* 
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nine  years.  Doubtless  some  additional  debt 
may  accrue  during  that  period  from  war  or 
other  emergency  ;  but  the  yearly  reduction  is  so 
small  that  the  process  of  payment  may  be  con- 
tinued notwithstanding. 

The  action  of  a  constant  of  two  million  of 
pounds  sterling,  or  ten  million  of  dollars  will 
reduce  the  debt  as  follows  : 

TAXATION  IX  MILLIONS.  DEBT  IN   MILLIONS. 

Summary    1867  to  1893 14°  w111  reduce  to  3601 

of  pro-  '     1893  to  1918 128  do  3187 

cess-        1918  to  1943 115  do  2758 

1943  to  1972 100  do  2271 

1972  to  1998 85  do  1824 

1998  to  2026 70  do  1346 

2026  to  2052 55  do  896 

2052  to  2080 40  do  411 

2080  to  2103 25  do  22 

If  this  seems  too  slow  a  process,  it  will  be 
remembered  that  it  comes  about  by  so  simple  a 
measure  as  that  of  reducing  the  current  expen- 
ditures of  the  government  from  forty-six  million 
to  forty-four  million  sterling,  or  a  little  over  four 
per  cent.  Sir  Morton  Peto'  s  book  proves  sub- 
stantially that  five  times  this  sum  is  wasted 
yearly. 

The  following  table  assumes  a  constant  of  five 
million  of  pounds,  or  twenty-five  million  of  dol- 
lars. 

The  taxation  of  the  first  period  begins  with 
that  amount  above  the  interest  on  the  debt  viz ; 
$155,000,000, 
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1867..  .  $4,000,000,000 .  $  1 30,000,000 
25,000,000 


1868....  3,  975,  000,000.  .  129,187,500 
25,812,500 

1869.  .  .  .3,949,187,500.  .  128,348,594 
26,65  ij 


1870  —  3,922,536,094.  .  127,482,423 

27,5!  7*577 


1871....  3,895,01 8,5 17..  126,588,101 
28,411,899 


1372 3,866,606,6 18..  125,664,7 15 

29,335,285 

1873...  .3,837,271,333 -.124,71 1,317 
30,288,683 

1874 3,806,982,650.  .123,726,935 

31,273,065 

1875 ....  3,775*709,585  -  - 122,710,562 
32,289,438 

1876 3,743,420,147..  121,661,154 

33,338,846 

1877. . . .  3,710,081,301 . .  120,577,642 
34,422,358 

1878 .. .  .3,675,658,943 . .  1 19,458,914 
35,541,086 

1879 3,640, 11 7,857..  118,303,829 

36,696,171 

1880. . .  .3,603,421,686. .  1 17,1 1 1,205 
37,888,795 

1881 .. . . 3,565,532,89i  • .  i  I5,879, 
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1881 ..  .$3,565,532,891  .$1 15,879,819 
39,120,181 


1882 3,526,41 2,710..  114,608,413 

4o»39i, 587 


1883 3,486,02 1, 1 23 ..  1 1 3,295,686 

41,704,314 


1884 3>444»3 J  6,809.  - 1 1 1,940,296 

43,059,704 


1885 3,401,257,105 . .  1 10,540,856 

44,459,144 


1886 3>356,797,96i  -  •  109,095,932 

45,904,068 


1887 3,3 10,893,893 . .  107,604,052 

47,395,948 

1888 3,263,497,945 . .  106,063,682 

48,936,318 


1889 3,214,561,627. .  104,473,252 

50,526,748 


1890.... 3,164,034,879..  102,831,134 

The  second  period    reduces   the   taxation    to 
$130,000,000. 

1890... $3,164,034,879. $102,831,134 
27,168,866 


1891... .3,136,866,013..  101,948, 145 
28,051,855 


1892....  3,108,814,158..  101,036,458 
28,963,542 


1893 ....  3,079,850,616. .  100,095,145 
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1893... $3,079,850,616. $100,095,145 
29,904,855 


1894    ...3,049,945,761..    99,123,235 
30,876,765 


1895  ....  3,019,068,996. .    98,1 19,742 

31,880,258 


1896 ....  2,987, 188,738 . .     97,083,633 
32,916,367 

1897. . . .  2,954,272,371 . .    96,013,853 
33,986,147 


1898....  2,920,286,224..    94,909,301 
35,090,699 


1899.  .  .  .  2,885,195,525  .  .  93,768,857 


1900  ----  2,848,964,382..  92,591,343 
37,408,657 


1901....  2,811,555,725..  91>375,56° 
38,624,440 


1902 2,772,93 1,285 ..  90, 1 20,267 

39.879,733 


1903 ....  2,733,051,552 . .  88,824,174 
41,175,826 


1904. . . .  2,691,875,726. .  87,485,960 
42,514,040 


1905....  2,649,361,686..  86,104,255 
43,895,745 


1906 2,605,465,941 . .  84,677,642 

45,322,358 


1907....  2,560,143,583..  83,204,667 
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1907... $2,560,143, 583.. $83,204,667 
46,795,333 


1908....  2,513,348,250..    81,683,816 
48,316,184 


1909 2,465,032,066..    80,113,540 

49,886,460 

1910 2,415,145,606..    78,492,232 


.  The  third  period  reduces  the  taxation  to 
$105,000,000. 

1910... $2,415,145,606.. $78,492,232 
26,507,768 


191 1  ....  2,388,637,838 . .  -  77,630,729 
27,369,271 


1912 2,361,268,567. .  76,741,226 

28,258,774 


29,177,181 

1914 2,303,882,612. .  74*874'559 

30,125,441 


1915  . . .  .2,273,707,171 . .   73,895,481 
1,104  5J9 


1916 2,242,602,652..   72,884,584 

2,115,416 


1917 2,210,487,26..   71,840,834 

33,159,166 


1918 2, 1 77,3 28,070 . .   70,763, 1 60 

34,236,840 


1919  ...2,143,091,230..  69,650,464 
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1919.  .  .$2,143,091,230.  .$69,650,464 
35»336>536 


1920  ----  2,107,741,694.  .   68,501,605 
36,498,395 


1921....  2,071,243,299..   67,314,407 
37,685,593 


1922....  2,033,557,706..   66,090,625 


1923  ----  1,994,648,331..   64,826,070 
40,173,930 


1924,  .  .  .  1,954,474,401  .  .     63,520,418 
41,479,5-82 


1925  ----  1,912,994,819..     92,172,331 
42,827,669 


1926...,    1,870,167,150..     60,780,431 
44,219,569 


1927....    1,825,947,581..     59,343,297 


1928  ....  1,780,290,878  .  .   57,859,454 
47,140,546 


1929  ----  1,733,150,332.  ,   56,327,385 
48,672,615 


1930  ----  1,684,477,717.  .   54,745,525 


The  fourth  period  reduces  the  taxation  to 
$80,000,000 

1930.  .  .$1,684,477,717.  .$54,745,525 
25,254,475 


1931 ....  1,659,223,242. .    53,924;754 
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1931 . .  .$1,659,223,242.  .$53,924,754 
26,075,246 


1932....  1,633,147,996..    53,077,310 
26,922,690 


1933 1,606,225,306 . .    52,202,322 


1934. . . .  1,578,427,628 . .   5 1,298,897 
28,701,103 


1935  ....  1,549,726,525  . .   50,366,1 1 1 
29,633,889 


1936 1,520,092,636..  49,403,009 

30,596,991 


1937 ....  1,489,495,645  . .  48,408,607 


1938....  1,457,904,252..  47,381,886 
32,618,114 


i939"--i,425>286,i38..  46,321,798 
33.678,202 

1940 1,391,607,936. .   45,227,260 

34,772,740 


1941....  1,356,835,196  .  44,097,144 
35,902,856 

1942 1,320,932,340. .  42,930,300 

37,069,700 


1943 ....  1,283,862,640. .  41,725*534 
38,274,466 


1944....  1,245, 588,174..  40,481,613 
39,518,387 

1945 ....  1,206,069,787 . .    39, 197,267 
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1945... $1,206,069,787.. $39,197,269 
40,802,731 


1946 1,165,267,056..    37,871,178 

42,128^.822 


1947 1,1.23,138,234.  .    36,501,991 

43,498,009 


1948  ...1,079,640,225..  35,088,307 
44,911,693 


1949  ....  1,034,728,532  . .  33,628,676 
46,371,324 


1950 988,357,208..  32,121,609 

47,878,391 


1951 940,478,817..    30,565,561 

49.434*439 


1952....     891,044.378..    28,958,943 


The  fifth  period  reduces  the  taxation  to 
$55,000,000. 

1952 $891,044,378.  .$28,958,943 

26,041,057 


1953 865,003,321..    28,112,607 

26,887,393 


1954 838,116,928..  27,238,767 


1955....  810,354,695..  26,336,528 
28,663,472 


1956 781,691,223..  25,404,964 


1957 752,096,187..  24,443,123 
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1957.--.  $752,096,187.. $24,443,123 
30,556,877 


1958 721,539,310..   23,450,027 

3M49»973 


1959 689,989,337..  22,424,652 


1960 657,413,989..  21,690,957 

33,309,043 


1961....  624,104,946..  20,283,412 
34-716,588 


1962 589,388,358..  19,155,120 

35,844,880 


.  553,543.478'..  17,990*164 
37,009,836 


1964....  516,533,642..  16,787,342 
38,212,658 


1965 478,320,984..  15,545,432 

39,454,568 


1966....    438,866,416..    14,263,158 
40,736,842 


1967 398,129,574..    12,939,209 

42,060.791 


1968 356,068,783..  11,572,236 

43,427,764 


1969 312,641,019..    10,160,832 

44,839,168 


1970 267,801,851..     8,703,559 

46,296,441 


1971....     221,505,410..     7,198,925 
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1971 $221,505,410..    $7,198,925 

47,801,075 


1972 173,704.335..      5,645,390 

49,354,610 


1973 124,349,725..      4,041,365 

50.958,635 

1974 73>39i>°90.-      2,385.240 

52,614,760 


1975....        20,776,330 
To  convert  the  foregoing  table  into  sterling  divide  by  5. 


British  writers  of  eminence,  generally,  seem  to  British 
avoid  the  subject  of  their  national  debt  as  either  writers 
distasteful   or   impracticable,   leaving   it   to    a  their 
flippant  class  of  faultfinders  to  form  public  sen- debt- 
timent  regarding  it.    Mr.  John  Stuart  Mill,  the 
latest  of  the  former,   and  by  many  esteemed 
as  the  ablest,  in  his  two  volumes  of  Political 
Economy,  embracing  more  than  twelve  hundred 
pages  octavo,  devotes  but  nine  or  ten  pages  to 
the  consideration  of  national  debts  in  general, 
and  says  nothing  at  all  of  the  British  debt.* 

°  Mr.  Mill  cannot  excuse  his  omission  by  alleging  that  it  was 
out  of  the  proper  scope  of  his  enquiry  to  treat  of  the  debt,  since 
he  exceeded  that  scope  and  went  far  outside  of  the  grave  purpose 
of  his  volumes,  to  abuse  and  slander  the  United  States.  In  the 
preface  of  the  edition  from  which  we  quote,  the  author  says : 

"  The  present  fifth  edition  has  been  revised  throughout,  and 
the  facts  on  several  subjects  brought  down  to  a  later  date,  &c." 
We  make  the  following  extracts  from  this  edition,  which  was 
republished  by  the  Appletons  in  1864,  the  third  year  of  the 
rebellion : 

"  The  northern  and  middle  States  of  America  have  apparently 
got  rid  of  all  social  injustices  and  inequalities  that  affect  persons 
of  Caucasian  race  and  of  the  male  sex  They  have  the  six 
points  of  chartism,  and  they  have  no  poverty,  and  all  that  these 
advantages  seem  to  have  yet  done  for  them  (notwithstanding 
some  incipient  signs  of  a  better  tendency)  is  that  the  life  of  the 
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Liquid* 
thedebt 

feasible. 


Yet  he  treats  in  particular  of  every  condition  and 
circumstance  growing  out  of,  and  affected  by  it. 
Are  we  thence  to  conclude  that  liquidation  as  a 
reality,  is  laid  on  the  shelf?  Such  would  seem 
to  be  the  case  ;  and  indeed,  there  is  but  little 
evidence  going  to  show  that  the  intention  of  final 
payment  ever  was,  or  that  it  is  now  entertained 
by  the  government.  Sir  Morton  Peto's  book 
makes  it  manifest  that  the  subject  can  no  longer 
be  ignored.  Without  attacking  the  government, 
he  lays  open  the  facts  in  a  more  clear  and 
conclusive  manner  than  has  been  done  here- 
tofore. He  places  them  in  apposition.  No  rea- 
soning man  can  look  at  them  without  feeling 
that  they  are  a  great  thunder-cloud  which  may 
at  any  time  break  with  dreadful  effect  over  the 
kingdom  unless  the  lightning-rods  of  liquidation 
be  put  up  to  draw  the  threatening  element  in 
silence. 

While  Sir  Morton  makes  a  terrible  develop- 
men^  ^e  a^  ^e  same  time,  points  to  the  door  of 


whole  of  one  sex  is  devoted  to  dollar-hunting,  and  of  the  other 
to  breeding  dollar  hunters."  Vol.  ii,  p.  337. 

In  commenting  on  a  "  graduated  property  tax,"  Mr.  Mill  says  : 
"  Except  the  proposal  of  applying  a  sponge  to  the  national 
debt,  no  such  palpable  violation  of  common  honesty  has  found 
sufficient  support  in  this  country,  during  the  present  generation, 
to  be  regarded  as  within  the  domain  of  discussion.  °  °  That 
such  a  proposition  should  find  any  favor  is  a  striking  instance  of 
the  want  of  conscience  in  matters  of  taxation,  resulting  from  the 
absence  of  any  fixed  principles  in  the  public  mind,  and  of  any 
indication  of  a  sense  of  justice  on  the  subject  in  the  general  con- 
duct of  governments.  Should  the  scheme  ever  enlist  a  large 
party  in  its  support,  the  fact  would  indicate  a  laxity  of  pecuniary 
integrity  in  national  affairs,  scarcely  inferior  to  American  re- 
pudiation." Vol.  ii,  p.  403. 

Neither  of  these  paragraphs  was  necessary  to  illustrate  the 
enquiries  in  which  the  author  was  engaged,  and  both  are  des- 
titute of  truth,  applied  either  to  past  or  to  the  present  time. 
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escape  and  shows  it  to  be  wide  enough  to  let 
England  out  of  her  difficulty.  He  shows  the 
debt  proper  to  be  only  one-third  of  the  annual 
burden,  and  that  the  current  expenditures  com- 
posing the  two  other  thirds  greatly  exceed  all 
reasonable  and  necessarybounds.  Consequently,  Liquida- 
it  is  simply  a  matter  of  volition  in  the  govern-  ^J^° 
ment  whether  the  taxation  that  now  grinds  the 
British  people  to  powder  shall  be  reduced  or  not. 
We  show  by  the  foregoing  plan,  that  the  curtail- 
ment of  the  expenditures  in  the  trifling  measure 
of  ten  per  cent,  from  their  face,  will  extinguish 
the  debt  in  little  over  a  century  ;  and  that  on  a 
steadily  decreasing  rate  of  taxation.  We  have 
shown  that  even  so  small  an  economy  as  four  per  a  matter 
cent,  on  the  yearly  expenditure,  will  achieve  the  ^J^ 
same  result  in  236  years.  Is  it  not  worth  while  British 
for  British  statesmen  to  put  forth  an  effort  in 
direction  ?  To  read  Sir  Morton' s  book,  it  is  as 
plain  as  the  sun  in  the  sky  that  the  childish 
gratuities  bestowed  by  the  government  every 
year  on  persons  and  objects  that  do  not  need 
them,  far  exceed  the  amount  required  ;  and  that 
the  frauds  on  the  revenue,  that  might  be  pre- 
vented, are  probably  three  or  four  times  over 
sufficient  for  the  purpose.  Indeed  we  may  allege 
that  the  frauds  of  the  British  treasury  itself  on 
the  people,  if  applied  to  the  payment  of  the 
national  debt,  would  extinguish  it  within  the 
shorter  period  above  named ;  for  what  is  it  but 
fraud  on  the  part  of  a  government  to  divert  the 
taxes  collected  from  labor  and  industry,  to  swell 
the  luxury  of  idle  functionaries  who  already 
surfeit  in  their  possessions  ? 
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The  warn-  The  voice  of  labor,  complaining  for  generations 
laborf  past,  now  accumulates,  and  sounds  like  the  roar 
of  an  approaching  tempest.  If  England  would 
save  herself  she  must  listen  to,  and  obey  it ;  for 
in  these  latter  days,  the  people  are  stronger  than 
any  organization  of  politicians. 


PROCESS  OF  CONVERSION  OF  THE  VARIOUS  LOANS 
INTO  ONE  SIX  PER  CENT.  KIND. 


On  referring  to  the  current  list  of  loans  on  page 
30,  it  will  "be  seen  that  it  is  composed  of  the  fol- 
lowing four  kinds  : 

Ten-forties  ............  5  per  cent  .........  $171,219,100 

SixesoflSSl  ..........  6  "      .........   150,523,550 

Five-twenties  ...........  6  "      ..........  722,205,500 

Seven-thirties  ...........  7.30  "      .........  945,553,250 

$1,989,501,400 

The  remaining  portion  of  the  funded  debt  con- 
sists of  some  remainders  that  will  probably  never 
be  claimed,  and  of  four  loans  amounting  to 
$45,345,59J.  which  mature  within  six  years.  It 
seems  hardly  necessary  to  change  these,  and  we 
therefore  leave  them  to  run  to  liquidation.  The 
total  of  all  is  $46,215,487. 

The  temporary  loans,  certificates  of*  indebted- 
ness, and  compound  interest  notes  amounted  at 
the  date  given,  to  $305,579,336.  These  have  un- 
dergone changes,  and  are  still  subject  to  change. 
We  cannot  therefore  give  their  precise  terms. 

To  convert  the  above  rates  into  one  six  per  cent. 
kind,  we  take  their  present  income,  and  estimate 
from  it  the  principal  to  be  allowed  in  exchange. 

The  income  is  as  follows  : 

Of  Ten-forties  ____  $171,219,100  ____  5      percent  ____  $8,560,955 
°indlt7'81.1    872,729,050.  ....  «     ....52,363,743 

Of  Seven-thirties.     945,553,250.  ..  .7.30       "     ....  69,025,387 


$129,950,085 
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The  principal  of  $8,560,955  at  6  per  cent,  is $  142,682,583 

And  of  $69,025,387,  it  is 1,150,423,121 

The  Five-twenties,  &c.,  already  at  6  per  cent 872,729,050 


Of  $129,950,085  at  6  per  cent,  is $2,165,834,754 

So  that  on  these  kinds  the  face  of  the  debt 
would  be  increased  by  $176,333,354. 

The  options  connected  with  the  Seven-thirties 
may  be  considered  a  balance  to  the  coin  interest 
on  the  Five-twenties. 

To  this  sum  would  be  '  added  the  transient 
forms  above  named,  $305,579,336  more  or  less, 
and  the  treasury  note  circulation  which  would 
finally  come  in  $427, 962, 244  more  or  less,  and  the 
grand  total  of  the  debt  will  then  be,  exclusive  of 
the  old  portion  left  to  run  out,  $2,899,376,334,  at 
six  per  cent,  interest. 

There  is  no  real  difficulty  in  carrying  this  con- 
version into  practical  effect.  Instead  of  calling 
in  every  bond  at  once,  it  would  be  sufficient  to 
announce  the  face  of  the  converted  ones  officially, 
thus  making  a  constructive  change,  leaving  it  to 
the  convenience  of  the  bond-holder  to  come  for- 
ward and  claim  the  new  bond — all  of  which  could 
be  done  in  the  bureau  at  Washington  in  a  few 
hours. 

The  public  creditor  would  then  have  his  invest- 
ment under  a  plain  common-sense  law  of  a  dozen 
lines  in  his  own  native  language,  which  he  could 
get  by  rote  in  a  few  minutes,  and  which  would  be 
as  familiar  to  him  as  the  alphabet,  instead  of 
being  obliged  to  grope  through  near  an  hundred 
pages  of  legal  jargon  which  the  authors  them- 
selves do  not  understand,  and  cannot  explain. 


NOTES. 


Note  to  pp.  137  to  140. — Robbery  of  the  public  treas- 
ury is  a  continuous  crime  in  all  civilized  countries.  The 
larger  the  theft,  the  less  blamed  and  punished  the  thief. 
If  the  amount  stolen  is  so  small  as  practically  to  hurt 
nobody,  and  the  stealer  has  few  friends,  the  law  is 
invoked  promptly  and  severely  to  make  "  an  example  " 
of  him  ;  but  if  the  amount  is  large  and  the  felon  bold 
enough  to  embarrass  the  whole  state  by  his  crime,  he  is 
only  "  held  to  bail,"  and  bailed  by  accessories  whom  his 
robberies  have  made  rich  for  that  purpose — and  the  end 
is  that  he  slides  off  the  docket  as  a  persecuted  man,  highly 
respected  by  a  large  and  overflowing  circle  of  friends, 
who  are  fond  of  dinners,  and  creams  and  wine.  The 
only  real  "  example  "  on  record,  that  we  can  cite  at  the 
moment,  of  great  public  thieves  being  pursued  and 
punished  on  the  scale  that  is  applied  to  small  ones,  is 
that  of  Fouquet  and  his  train.  That  "  amiable  and 
scandalous  millionaire  "  was  financial  superintendent  to 
Louis  XIV. 

"  A  mad  rival  of  his  monarch,  the  Superintendent 
made  pretensions  to  eclipse  him  by  prodigious  luxury. 
Under  favor  of  great  disorder  in  the  finances,  he  took, 
without  counting,  and  without  rendering  an  account  he 
made  more  pensions  than  the  king.  Soon  intoxicated  by 
the  splendors  which  he  commanded,  by  the  device 
which  his  pride  invented,  qui  non  ascendam  f  he  dream- 
ed of  recommencing  the  Fronde,  fortified  Belle  Isle,  kept 
guards,  not  fearing  to  expose  his  peculations,  and  doing 
the  honors  of  a  bankrupt  state  to  the  king  himself. — It 
required  four  months  of  silent  preparation  to  be  enabled 
to  arrest  Fouquet"  "  Some  of  his  train  were  condemned 
12 
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to  death,  while   he,  voluntarily  couched  upon   straw, 
expiated  his  depredations  by  repentance." 

Colbert,  the  successor  of  Fouquet,  arrested  his  sus- 
pected auxiliaries  and  subordinates. 

"  A  chamber  of  justice,  instituted  by  a  violent  edict, 
prepared  exemplary  punishment  for  whomsoever  shall 
be  convict/'d  of  malversations  in  our  finances,  and  of 
having  impoverished  our  provinces,  says  the  preamble. 
Suspected  fortunes  are  to  be  controlled  ;  their  origin  to 
be  sought  for  and  discovered.  Every  one  who  has 
touched  the  public  property,  from  the  proud  accom- 
plices of'JFbuquet  to  the  lowest  tax  collector,  must  fur- 
nish a  sworn  statement  of  his  property,  of  the  inherit- 
ances he  has  received,  and  of  the  sums  given  by  him  in 
marriage  to  his  children.  Every  one  must  show  his 
actions  to  the  light  of  day,  and  unfortunate  are  those 
who,  by  the  vanity  of  their  profusions  shall  have  already 
betrayed  an  unlawful  opulence." 

"  This  inauguration  of  good  order  arrested  a  general 
bankruptcy.  An  hundred  and  ten  million,  restored  by 
the  farmers  of  the  revenue,  re-entered  the  treasury ; 
speculators  who  had  enriched  themselves  by  the  public 
distress,  those  who  had  purchased  the  octrois  at  a  frau- 
dulent price,  false  creditors,  were  sacrificed  to  a  State 
they  were  devouring,  &c." — Hist.  French  Revolution,  by 
Louis  Blanc. 

In  1779,  General  Washington  wrote  to  the  Governor 
of  Pennsylvania : 

"  It  gives  me  very  sincere  pleasure  to  find  that  the  As- 
sembly is  so  well  disposed  to  second  your  endeavors  in 
bringing  those  murderers  of  our  cause,  the  monopolizers, 
forestallers  and  engrossers,  to  condign  punishment.  It  is 
much  to  be  lamented  that  each  State,  long  ere  this,  has 
not  hunted  them  down  as  pests  to  society,  and  the 
greatest  enemies  we  have  to  the  happiness  of  America. 
I  would  to  God  that  some  one  of  the  more  atrocious  in 
each  State  was  hung  in  gibbets  upon  a  gallows  five 
times  as  high  as  the  one  prepared  for  Haman.  No 
punishment  in  my  opinion  is  too  severe  for  the  man  who 
can  build  his  greatness  on  his  country's  ruin." 
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Note  on  the  rate  of  interest,  to  page  166. — Mr.  Horsley 
Palmer  testified  before  the  Parliamentary  Bank  Com- 
mittee of  1832  concerning  the  causes  of  the  panic  which 
prevailed  in  England  in  1824  and  1825  : 

"  I  have  always  considered  that  the  first  step  towards  . 
the  excitement  was  the  reduction  of  the  interest  upon 
the  government  securities.  I  have  always  considered 
that  reduction  to  have  created  the  feverish  feeling  in  the 
minds  of  the  public  at  large,  which  prompted  almost 
everybody  to  entertain  any  proposition  for  investment,  , 
however  absurd,*  which  was  tendered.  Inducements 
were  held  out  for  engaging  in  mining  operations  in 
South  America,  &c.  With  those  speculations  arose 
general  speculation  in  commercial  produce,  which  had  an 
effect  of  disturbing  the  relative  values  between  this  and 
other  countries,  and  creating  an  unfavorable  foreign 
exchange,  &c.  The  failures  that  followed  caused  a  gen- 
eral discredit  throughout  London  and  the  interior." 

Note  to  page  128,  on  the  Independent  Treasury. — Mr. 
Guthrie,  after  praising  the  Independent  Treasury  for 
the  "  timely  control "  that  it  may  exert  in  certain  con- 
ditions of  business,  says,  in  his  report  for  1866: 

"  The  Independent  Treasury,  however,  may  exercise  a 
fatal  control  over  the  currency,  the  banks,  and  the  trade 
of  the  country,  and  will  do  so,  whenever  the  revenue 
shall  greatly  exceed  the  expenditures.  There  has  been 
expended,  since  the  4th  of  March,  1853,  more  than 
$45,525,000  in  the  redemption  of  the  public  debt.  This 
debt  has  been  presented  from  time  to  time,  as  the  money 
accumulated  in  the  national  treasury  and  caused  strin- 
gency in  the  money  market.  If  there  had  been  no  pub- 
lic debt  and  no  means  of  disbursing  this  large  sum  and 
again  giving  it  to  the  channels  of  commerce^the  accu- 
mulated sum  would  have  acted  fatally  on  banks  and  on 
trade."  p.  32. 

The  balances  on  hand  at  any  one  time  during  the  four 
years  (nearly)  in  which  the  above-named  sum  of  forty- 
five  million  was  paid,  did  not  exceed,  probably,  two  or 
three  million  of  dollars  at  the  highest.  And  yet,  Mr. 
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Guthrie  says  in  another  part  of  the  same  report,  that  their 
timely  disbursement  into  the  channels  of  commerce  pre- 
vented stringency  and  distress  in  the  money  market. 
What  would  this  then  sturdy  advocate  of  the  Independ- 
.ent  Treasury,  say  now,  when  one  hundred  and  sixty 
million  of  the  proper  circulating  capital  of  the  country 
is  held  sequestered  in  the  government  vaults !  In  the 
most  prosperous  times  that  any  nation  has  ever  enjoyed, 
such  an  abstraction  of  its  capital  would  have  caused  the 
immediate  suspension  of  specie  payments,  and  the  ruin 
of  every  branch  of  trade.  That  it  now  prevents  the  re- 
turn to  specie  payments,  is  equally  certain. 


ANALYTICAL    INDEX. 


BANKS— National  bank  profits  61 ;  pet  banks  107  ;  instruments 
of  commerce  132  ;  strength  of  the  old  State  banks  134  ;  National 
bank  scheme  announced  135  ;  safety  and  great  service  of  the 
bank  bill  146 ;  the  banks  hold  one-fourth  of  the  public  debt, 
but  only  transiently  174  ;  slandered  by  Sec.  McCulloch  177 ;  the 
natural  managers  of  currency  193  ;  old  State  banks  194 ;  econo- 
my of  banks  as  agents  for  collection  and  disbursement  196 ; 
slander  of  banks  by  Mr.  Chase  197 ;  old  bank  circulation 
redeemed  197 ;  deposits  not  entitled  to  be  paid  in  specie  204  ; 
deposits  ought  to  be  separated  from  the  currency  205 ;  how 
depositors  may  cheat  the  bill-holders  205  ;  bank  loans  effectually 
restrained  by  the  Clearing  House  207  ;  national  banks  are  legal 
depositories  of  the  Government  212  ;  expansion  of  banks  misrep- 
resented by  Secretary  222. 

BONDS — variety  of  six  per  cent,  bonds  26 ;  features  of  registered 
bonds  31  ;  of  coupon  bonds  33  ;  advantages  and  disadvantages 
of  both  kinds  31  to  34 ;  coupon  bonds  convertible  into  registered 
34  ;  relative  value  of  5  and  6  per  cent,  bonds  35  ;  bonds  used  as 
capital  53  ;  their  cost  in  this  use  56  ;  the  bonds  a  capital  to  the 
holder  but  a  tax  to  everybody  else  59 ;  purchase  of  bonds  by 
Secretary  of  Treasury  110 ;  interminable  securities  113  ;  the 
bonds  are  held  only  transiently  by  the  banks  174;  amount  of 
bonds  held  in  Europe  175  ;  the  Secretary  asks  Congress  for  au- 
thority to  issue  a  European  bond  176 ;  slander  of  the  banks 
177  ;  interminable  bonds  199. 

CAPITAL  is  estimated  from  income  35  ;  public  bonds  as  capital 
53  to  59;  capital  is  displaced  by  taxation  57,  127;  difference 
between  money  capital  and  credit  capital  58  ;  bonds  an  exclu- 
sive capital  59,  60 ;  the  increase  of  capital  is  favored  by  gradual 
liquidation  93  ;  different  kinds  of  capital  156. 

CHASE,  Secretary — demands  coin  and  forces  the  banks  to  suspend 
specie  payments  132  to  135  ;  slander  of  the  old  banks  197  ;  did 
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not  negotiate  the  coin  loans  215 ;  was  deaf  to  the  remonstrances 
of  bank  officers  215. 

CLEARING  HOl5l*E— rebellion  put  down  by  the  Clearing  House 
202 ;  effectually  restrains  bank  loans  207 ;  the  centre  of  gravita- 
tion of  the  financial  system  210. 

COMMERCE,  the  rule  of  132  ;  commerce  is  governed  by  natural 
laws  132 ;  the  prime  instrument  of  commerce  132;  commerce 
the  master  of  specie  189 ;  the  gold  in  the  Treasury  is  rightfully 
the  property  of  commerce  189 ;  commerce  the  great  elephant  of 
business  213. 

CONSTANT  OF  PAYMENT— the  adoption  of  a  constant  of  pay 
ment  64,  65 ;  rule  for  calculating  the  term  of  liquidation  65 ; 
rule  of  the  constant  70. 

CONVERSION  OF  LOANS.  See  LOANS. 

CREDIT— private  credit  the  foundation  of  public  credit  95  ;  pub- 
lic credit  affected  by  the  mode  of  liquidation  117  ;  bonds  the 
proper  absorbent  of  treasury  balances  128  ;  credit  repudiated  by 
the  government  131 ;  proportions  of  credit  in  1861  and  1866 
157 ;  credit  the  stimulus  of  price  157  ;  advantages  of  diffusing 
the  public  credit  173. 

CREDITORS,  public— their  rights  100, 167,  168. 

CURRENCY — use  of  currency  in  paying  up  loans  50  to  53  ;  cur- 
rency not  taken  out  of  use  permanently  51 ;  currency  not  neces- 
sary to  the  government  53 ;  currency  the  capital  of  labor  144 ; 
misrepresented  and  abused  by  politicians  145  ;  the  safety  of  the 
bank  bill  146  ;  the  abuse  of  currency  no  argument  against  its 
use  147 ;  terms  of  our  present  currency,  and  its  total  148 ;  total 
currency  before  the  war  148  ;  half  the  legal  tenders  not  in  use 
149  ;  currency  performing  the  function  formerly  exercised  by 
promissory  notes  150  ;  theory  of  inflation  151  ;  why  contraction 
distresses  the  markets  151 ;  currency  of  1866  not  redundant 
152 ;  absorption  of  currency  by  increased  wages  and  prices  152; 
a  great  field  wanting  it  in  the  South  153  ;  the  balances  of  com- 
merce with  foreign  nations  dependent  on  currency  154 ;  no  sub- 
stitute for  it  155  ;  a  part  of  the  general  credit  155 ;  currency 
not  employed  in  large  transactions  158 ;  currency  of  1837  not 
an  example  for  the  present  time  159  ;  currency  ought  to  be 
redeemable  in  specie  160 ;  evils  of  fluctuation  in  currency  191 ; 
the  treasury  causes  fluctuation  191 ;  how  it  may  be  prevented 
193  ;  fluctuation  apolitical  result  194  ;  currency  a  scientific  term 
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203 ;  it  must  always  command  gold  204  ;  bill-holders  cheated 
by  bank  depositors  205,  206  ;  separation  of  currency  from  depos- 
its 205  ;  specie  basis  of  currency  indispensable  208  ;  synopsis 
of  currency  in  actual  circulation  from  1860  to  1866,  219  to  221  ; 
errors  of  the  currency  alarmists  221 ;  official  blundering  and 
misrepresentation  221,  222  ;  currency  and  prices  compared  225  ; 
currency,  taxes  and  loans  226 ;  fluctuations  227 ;  currency  and 
bank  expansion  theory  disproved  226  to  231. 

CURRENCY  and  prices  219. 

ELECTIONS,  Government  interference  in  114. 

FINANCE — one-man  power  in  finance  unsafe  100;  finance  a 
science  of  positive  terms  200 ;  scientific  organization  heretofore 
prevented  by  political  distractions  201  ;  accession  of  scientific 
terms  203. 

FINANCIAL  SYSTEM,  terms  of  208 ;  they  are  in  logical  connec- 
tion and  must  respond  to  each  other  209  ;  they  tend  to  a  scien- 
tific order  209 ;  power  of  the  system  as  a  whole,  and  its  econo- 
my 210  to  212 ;  the  Clearing  House  its  crown  210, 

FRAUDS — peculators  115, 137,  213  ;  frauds  in  supplies  and  con- 
tracts 137  to  140;  respectable  swindlers  138  to  140;  fraud  in 
the  navy  department  139 ;  fraud  the  natural  child  of  disorder 
in  the  accounts  140  ;  treasury  peculations  punished  265,  266 ; 
General  Washington's  letter  on  monopolizers  266. 

FUNDING  SYSTEM  contains  the  elementary  idea  of  repudia- 
tion 123. 

GALLATIN,  MB. — his  testimony  to  the  prompt  aid  furnished  to 
the  Government  by  the  ban]jB  and  respecting  the  Treasury  215 ; 
the  same  supported  by  known  facts  216. 

GAMBLING — boys  gambling  in  gold  certificates  187. 

GOLD,  a  supposed  necessity  only  governs  the  treasury  treatment 
of  it  181  ;  cost  of  gold  to  the  government  181 ;  trade  in  gold  a 
monopoly  by  the  help  of  the  government  182  ;  a  sterile  trade 
183  ;  gambling  in  gold  self-supporting  185 ;  the  common  wel- 
fare injured  by  it  185  ;  gold  belongs  to  the  market,  not  to  indi- 
viduals 186  ;  the  government  the  general  partner  in  the  gold 
exchange  186  ;  device  of  gold  certificates  187  ;  cheaper  to  buy 
gold  for  the  interest  than  to  hoard  it  187 ;  the  gold  in  the 
treasury  ought  to  pass  into  the  markets  189 ;  commerce  the 


ANALYTICAL   INDEX. 

natural  guardian  of  gold  190;  gold  ought  not  to  be  paid  on  the 
claim  of  credit  deposits  204 ;  indispensable  as  the  base  of  paper 
money  808  ;  follows  the  exchange  213. 

GOVERNMENT  does  not  hold  the  leading  hand  in  commerce, 
and  cannot  force  the  resumption  of  specie  payments  188  ;  best 
function  of  189  ;  prosperity  is  the  work  of  the  people,  not  of  the 
government  218. 

HOMANS,  J.  Smith— his  tables  of  the  price  of  products  223 
to  231. 

INCOME,  the  primary  term  of  investment  35  ;  rule  for  equalizing 
income  from  different  kinds  of  bonds  35. 

INSOLVENCY— mass  of  insolvent  liablities  on  the  theory  of 
holding  deposits  payable  in  gold  206. 

INTEREST,  bonds  of  different  rates  reduced  to  equivalents  35  ; 
reduction  of  interest  on  debt  38,  165 ;  compound  interest  not 
attainable  Go  ;  proposal  by  Secretary  of  Treasury  to  reduce  the 
rate  on  public  debt  65  ;  natural  rate  of  interest  for  the  United 
States  166;  a  lower  rate  will  make  the  debt  unstable  160  ;  the 
rate  being  fixed  cannot  be  changed  167  ;  impracticability  of  the 
attempt  168 ;  a  mere  financial  trick  168 ;  not  honest  to  beat 
down  the  rate  169  ;  a  rate  of  interest  cannot  be  imposed  on  the 
market  170 ;  commercial  views  by  Mr.  Fessenden  171 ;  reduction 
of  rate  would  cause  sectional  jealousy,  concentrate  the  bonds  in 
few  hands  and  prevent  the  diffusion  of  the  credit  172,  173; 
interest  on  public  debt  ought  to  be  paid  quarterly  198 ;  half 
yearly  payments  out  of  correspondenca  with  the  convenience 
of  the  people  19D ;  interest  on  country  bank  balances  ought  to 
be  prohibited  by  law  211  ;  reduction  of  interest  causes  specula- 
tion 267.  * 

INTERMINABLE  SECURITIES  113, 199. 

LABOR,  embarrassment  of  labor  2,  3 ;  to  protect  labor  is  the 
highest  function  of  government  5  ;  labor  is  oppressed  by  taxa- 
tion 5  ;  currency  the  only  capital  of  the  laborer  144 ;  labor  the 
master,  finance  the  servant  202. 

LEGAL  TENDER  NOTES— amount  not  in  circulation  149; 
absurd  theory  of  the  Treasury  about  legal  tender  notes  163; 
and  consequent  false  conclusions  165 ;  a  substitute  for  gold  177. 

LIQUIDATION,  natural  law  of  63,  83,  95 ;  rule  for  calculating 
term  of  liquidation  65  ;  table  of  liquidation  66  to  69  ;  the  arrest 
of  liquidation  69 ;  term  of  liquidation  divided  into  periods  70; 
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shortest  time  within  which  liquidation  can  be  safely  carried  71 ; 
tables  of  liquidation  by  the  gradual  process  72  to  83 ;  the  scien- 
tific law  83  ;  Secretary  McCulloch's  plan  of  liquidation  87  to  90 ; 
gradual  liquidation  sustained  by  Adam  Smith  91  ;  fixed  laws 
necessary  to  govern  liquidation  100 ;  they  are  impracticable  on 
the  concentrated  scale  of  taxation,  but  practicable  on  the  gradual 
scale  102;  the  gradual  plan  of  liquidation  allows  the  resources 
to  grow  116 ;  limits  taxation  to  specific  purposes,  &c.  117  ;  shuts 
off  jobbing,  makes  the  payment  of  the  inte'rest  sure  under  all 
circumstances  and  improves  the  public  credit  117;  it  reduces 
the  executive  patronage,  takes  the  finances  out  of  the  power  of 
politicians,  &c.  118. 

LOANS— contingencies  of  different  loans  25,  &c. ;  loans  not  in  the 
market  29  ;  complete  current  list  of  loans  30  ;  how  they  were 
taken  up  48  to  50  ;  government  loans  do  not  absorb  capital  50 ; 
conversion  of  all  the  loans  into  one  six  per  cent,  kind  263. 
McCULLOUGH,  Secretary— his  plan  of  liquidation  87  ;  repudiates 
all  laws  of  production  87  ;  table  showing  the  same  88  to  90  ;  es- 
timates of  expenditure  90  ;  impracticability  of  the  Secretary's 
plan  101 ;  the  "  One  generation"  theory  of  the  Secretary  102  to 
105 ;  purchase  of  bonds  by  sec.  7,  under  the  plan  of  concen- 
trated, and  that  ©f  gradual  liquidation  110, 112  ;  policy  of  the 
Secretary  142, 143, 160 ;  names  a  date  arbitrarily  for  returning 
to  specie  payments  161 ;  insists  on  banks  redeeming  their  notes 
in  legal  tenders  161 ;  no  purpose  to  be  answered  by  it  162 ;  the 
Secretary  gives  a  note  of  repudiation  170  ;  he  is  alarmed  by  the 
amount  of  bonds  held  in  Europe  176  ;  extraordinary  theory  of 
resumption  of  specie  payments  175  ;  unfair  treatment  of  Euro- 
pean bondholders  178 ;  treasury  nonsense  179  ;  the  Secretary's 
plan  of  resumption  hopeless  180  ;  the  Secretary  afraid  of  the 
export  of  gold  199  ;  the  policy  of  the  Treasury  unchanged  from 
its  disastrous  course  217  ;  it  has  only  two  ideas  217  ;  the  Sec- 
retary makes  a  prodigious  blunder  222. 

MARKETS,  demoralization  of  60  ;  depression  of  business  214. 
MONEY,  as  an  instrument  51,   53,   130 ;  government   does  not 
borrow  money,  but  only  the  transient  use  of  it  52  ;  What  is 
money  ?  130. 

NATIONAL  BANKS.     See  BANKS. 

NATIONAL  DEBT,  a  subject  of  popular  interest  1  ;  connection 
with  the  labor  and  industry  of  the  people  2,  3 ;  organization  of 
debt  20 ;  amount  of  debt  in  1866  12  ;  official  synopsis  of  debt  14 
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to  23  ;  old  debt  24  ;  war  debt  25 ;  contingencies  of  debt  26,  27  ; 
the  debt  classified  by  rates  of  interest  28  ;  amount  of  debt  sub- 
ject to  conversion  37  ;  refunding  debt  at  lower  rates  38  ;  the 
debt  in  a  state  of  disorder  38  to  42  ;  complete  reorganization  of 
debt  necessary  42  ;  liquidation  of  debt  43,  &c.  ;  is  the  debt  to 
become  permanent  43  ;  delusive  payments  on  it  44  ;  increases 
by  bad  management  in  spite  of  peace  and  prosperity  45  ;  all  the 
people  interested  in  it  46  ,  the  proper  administration  of  the  debt 
will  promote  national  unity  47;  real  rate  of  interest  on  debt  55  ; 
assumed  maximum  of  interest  55  ;  precise  yearly  burden  of  the 
debt  56;  offset  to  the  debt  56;  not  a  national  blessing  61; 
liquidation  of  debt  an  act  of  commerce  62 ;  rule  for  ascertain- 
ing the  term  of  liquidation  65  ;  table  of  payments  on  a  concen- 
trated scale  67  to  69  ;  shortest  term  of  safe  payment  71 ;  tables 
showing  the  gradual  extinction  of  debt  and  the  concurrent  re- 
duction of  the  taxes  72  to  83  ;  the  National  debt  not  chargeable 
to  the  present  generation  103. 

NATIONAL  DEBT  OF  GREAT  BRITAIN— its  appearance  and 
increase  233  ;  taxation  and  revenue  of  the  government  234  ; 
bad  management  and  extravagance  235  ;  the  British  treasury 
the  bone  of  political  parties  236  ;  finance  a  great  policy  237  ; 
loose  administration  237  ;  complication  of  bureaus  238  ;  dread- 
ful picture  of  pauperism  in  England,  resulting  from  taxation 
239  ;  the  United  States  following  in  the  same  path  240 ;  par- 
allel between  the  two  countries  241  ;  financial  science  242  ; 
British  financiers  no  better  than  American  243  ;  the  amount 
of  the  debt  and  of  the  current  expenditures  244,  245  ;  the  debt 
of  the  United  States  one-fourth  larger  than  that  of  Great 
Britain  245  ;  total  taxation  the  measure  245  ;  pauperism  a 
natural  result  in  England,  but  as  yet,  only  accidental  in  the 
United  States  246,  247 ;  resources  limited  in  both  countries 
247  ;  limits  of  taxation  248  ;  making  taxation  productive  249  ; 
constant  of  payment  applied  to  the  British  debt  249 ;  liquida- 
tion of  the  debt  with  a  constant  of  two  million  of  pounds  250  ; 
and  with  a  constant  of  five  million  of  pounds  251  ;  British 
writers  shy  of  the  debt  259  ;  John  Stuart  Mill's  slander  of  the 
United  States  259,  260  ;  liquidation  of  the  debt  feasible  260  ; 
the  warning  of  labor  262. 

PANIC— the  rule  of  panic  cheats  the  holders  of  bank  bills  through 
the  theory  of  deposits  being  payable  in  gold  206. 

PRICES  of  the  markets  223  to  231  ;  increased  cost  of  living  con- 
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current  with  the  beginning  and  advance  of  the  collection  of  inter 
nal  revenue  226,  229  ;  a  closer  demonstration  of  the  same  231. 

PRICE— stimulated  by  credit  157  ;  not  by  currency  in  the  recent 
period  226,  227. 

PRODUCTIVE  LABOR— profits  of,  must  pay  the  debt  99  ;  labor 
must  have  its  capital  159  ;  pays  for  all  the  gold  that  comes  into 
the  country  182. 

PROPERTY— the  right  of  the  State  to  take  a  part  to  save  the 
whole  103. 

PUBLIC  DEBT— what  it  means  48  ;  exact  meaning  of  public  debt 
53,  54 ;  interest  on  55 ;  precise  annual  burden  56.  See  NA- 
TIONAL DEBT. 

PUBLIC  AND  PRIVATE  FUNDS— distinction  195. 
REDEMPTION  in  legal  tenders  161 ;  no  direct  purpose  in  it  162. 

REPUDIATION— the  great  debts  of  Europe  in  practical  repudia- 
tion 123 ;  idea  of  repudiation  in  the  funding  system  123  ;  repu- 
diation a  natural  right  of  society  124 ;  note  of  repudiation  by 
Mr.  McCullough  170. 

RESUMPTION.     See  SPECIE  PAYMENTS. 
RESERVED  RIGHTS  against  oppressive  taxation  122,  125. 

RESERVES,  yearly— what  are  they  ?  92  ;  they  increase  as  the 
taxes  diminish  94. 

STATE  DEBTS  125. 

SINKING  FUND— how  it  has  failed  119;  abandoned  by  the  British 
government  120  ;  an  entire  delusion  121. 

SPECIE  PAYMENTS — the  banks  forced  into  suspension  by  the 
Secretary  of  Treasury  132  to  135  ;  theory  of  resumption  by  Mr. 
McCullough  175 ;  the  futility  of  it  180,  181 ;  resumption  can 
be  brought  about  only  by  the'general  organization  of  business 
218. 

STOCK  MARKET,  the  precept  of  39. 

TAXATION  a  burden  on  all  classes  of  people  43  ;  taxation  dis- 
places capital  57,  127 ;  excessive  taxation  does  not  reduce  the 
common  burden,  but  only  changes  its  bearing  64  ;  the  progress 
of  yearly  taxation  to  extinguish  the  debt  83 ;  natural  law  of 
taxation  83  ;  the  whole  tax  required  to  pay  the  debt  of  the 
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United  States  84  ;  high  taxation  creates  social  inequalities  84  ; 
example  of  the  British  debt  85  ;  discourages  small  industries 
and  establishes  monopolies  85  ;  invites  fraud  on  the  revenue  86 ; 
Adam  Smith's  four  rules  of  taxation  91 ;  a  regular  and  certain 
decrease  of  taxes  93,  94 ;  taxation  transfers  capital  from  the 
small  tradesman  into  the  purse  of  the  rich  98  ;  the  true  mean- 
ing of  taxation  98 ;  gradual  liquidation  reduces  taxation  and 
allows  the  resources  to  grow,  and  reduces  the  volume  of  the 
finances  116;  reserved  rights  of  the  people  against  taxation 
122 ;  abundant  resources  no  guarantee  against  perpetual  taxa- 
tion 124  ;  present  rates  of  taxation  not  collectible  in  the  South 
126 ;  disproportionate  taxation  reflected  on  the  North  126  ; 
cause  of  high  prices  229,  231. 

TREASURY  NOTES — contingencies  of  27. 

TREASURY— uncertain  action  of  36 ;  management  of,  may  hinder 
liquidation  106;  pet  banks  favored  by  107  ;  balances  in  treasury 
109  ;  heavy  balances  in  treasury  not  necessary  1 12,  194  ;  the 
treasury  the  prize  of  political  ascendancy  114;  "  to  the  victors 
belong  the  spoils  "  114  ;  private  fortunes  stolen  from  the  treas- 
ury 115  ;  the  treasury  breaking  its  own  staff  133  ;  it  drains  the 
banks  of  coin  133  ;  how  the  old  banks  stood  up  until  forced  to 
suspend  by  the  Secretary  of  the  Treasury  134  ;  administration 
of  the  treasury  137 ;  disorders  of  treasury  invite  fraud  140 ;  sub- 
division of  the  treasury  necessary  to  order,  and  proper  scope  of 
its  action  141 ;  derangement  of  markets  due  to  treasury  214 ; 
misconception  as  to  the  efficiency  of  the  treasury  215. 

THE  INDEPENDENT  TREASURY— action  of  106 ;  mischief  of 
108 ;  necessary  to  abolish  the  independent  treasury  126 ;  it 
aggravates  the  evils  of  debt  127;  absorbs  capital  128; 
oppresses  labor  129 ;  other  absurdities  of  130 ;  the  mother  of 
mischief  135 ;  action  of  the  independent  treasury  arrested  by 
law  of  Congress  136 ;  the  base  of  the  dealings  in  gold  184 ; 
defence  of  the  independent  treasury  193  ;  the  balances  in  treas- 
ury may  be  kept  down  194 ;  an  expensive  machine  196 ;  double 
transport  of  gold  213 ;  note  on,  267. 

UNION — the  Union  before  and  after  the  rebellion  6,  7 ;  the  mate- 
rial and  natural  terms  of  the  Union  201  to  203. 
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Pernfa  Political  Economy. 


From  President  T.  D.  WOOLSEY,  Yale  College. 

"Your  book  interests  students  more  than  any  I  have  ever  instructed  from.  This 
my  second  class  proves  abundantly.  I  agree  with  you  on  tariffs  for  protection." 

From  Prof.  DIMAN,  Prof,  of  Political  Economy,  Brown  University. 
"  I  have  examined  every  part  of  the  work  with  the  closest  attention,  and  have  no 
hesitation  in  saying  that,  as  a  lucid  and  sound  exposition  of  the  fundamental  princi- 
ples of  the  science,  it  is  altogether  superior  to  any  work  with  which  I  am  acquainted. 
With  the  general  conclusions  of  the  work  I  entirely  coincide." 

From  SIDNEY  HOMER,  ESQ.,  Boston. 

"  I  was  gratified  to  learn  that  I  had  in  any  way  suggested  so  good  a  work  as  your 
book.  If  we  earnestly  feel  the  truth  of  our  ideas,  it  is  most  cheering  to  find  them 
ably  and  clearly  set  forth ;  and  it  seems  to  me  difficult  to  gainsay  the  truth  or  the  logic 
of  your  positions ;  and  it  is  one  of  the  strange  things  to  my  mind  that  the  opposite 
doctrines  should  have  found  so  many  supporters.  I  can  only  explain  it  by  presuming 
that  fancied  self-interest  has  been  the  great  cause,  added  to  our  unsound  and  fluctua 
ting  currency." 

From  Hon.  W.  E.  FORSTER,  M.  P.,  Leeds,  Eng. 

"  I  regret  to  say  I  have  not  yet  been  able  to  find  time  to  read  Mr.  PERRY'S  book  so 
attentively  as  I  should  wish ;  but,  so  far  as  I  have  been  able  to  read  it,  it  seems  to  my 
humble  judgment  remarkably  clear,  as  well  as  well-timed  and  sound." 

From  HON.  AMASA  WALKER,  M.  C.,  Lecturer  on  Public  Economy,  Amherst  College. 

41 1  have  read  your  'Elements'  through,  and  do,  without  hesitation,  pronounce  it  a 
great  success.  It  quite  meets  my  highest  expectations,  and  I  expected  an  excellent 
work.  On  the  '  Currency  of  the  United  States,'  I  expected  more  of  analysis  and  de- 
scription, but  that  I  suppose  you  left  for  me.  '  Credit'  is  a  good  chapter,  but  the  gem 
of  your  work  is  l  foreign  trade.'  It  is  the  best  thing  I  have  ever  seen,  the  most  clear 
aud  satisfactory.  If  my  friend  Cobden  were  alive,  he  would  send  you  his  congratula- 
tions and  thanks." 

From  CHARLES  ASTOR  BRISTED,  ESQ.,  New  York. 

41 1  cannot  help  telling  you  how  much  I  was  pleased  with  your  treatise.  With  the 
exception  perhaps  of  some  of  Gibbon  Wakefield's  writings,  I  have  never  seen  politi- 
co-economic truths  and  principles  set  forth  in  so  straightforward,  intelligible,  and 
popular  a  way." 

From  B.  E.  PERRY,  ESQ.,  Boston. 

14  Tour  book  is  a  good  one.  You  have  stuck  to  your  theory,  and  reasoned  it  out 
clearly.  I  do  not  know  about  the  theory,  but  am  sure  that  I  have  never  read  a  book 
which,  on  the  whole,  is  so  consistent,  clear,  and  clean." 

From  Hon.  H.  L.  DAWES,  M.  C.,  Massachusetts. 

41  While  I  will  not  engage  beforehand  to  accord  with  all  your  views— for  I  observe 
that  in  some  points  you  have  been  cutting  loose  from  old  theories— I  am  willing  in 
advance  to  acknowledge  the  ability  with  which  you  have  addressed  yourself  to  this 
abstruse  and  perplexing  tcience." 

From  DANFEL  DAY,  ESQ.,  Springfield,  Mass. 

44  There  is  piquancy  of  styl^a  clearness  of  statement,  a  wealth  of  illustration,  a 
completeness  of  analysis,  and  iwthal  a  naturalness  of  order  and  arrangement,  which 
seem  to  me  not  only  to  present  the  subject  in  a  far  more  lucid  light  than  I  have  ever 
seen  it  in  before,  but  which  really  clothe  it  with  a  certain  fascination." 
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From  CHABLES  E.  FITCH,  ESQ.,  Syracuse,  N.  T. 

"  It  seems  to  me  to  combine  much  valuable  and  needed  information  with  a  style 
eminently  clear  and  perspicuous." 

NOTICES  OF   THE  PRESS. 

"  As  a  manual  for  general  reading  and  popular  instruction  Prof.  PERRY'S  book  ia 
far  superior  to  any  work  on  the  subject  before  issued  in  the  United  States.  He  writes 
with  strength  and  confidence,  and  with  good  reason,  because  he  has  mastered  the 
eternal  and  immutable  principles  of  the  science— principles  as  capable  of  demonstra- 
tion to  the  unprejudiced  mind  as  the  propositions  of  Euclid. 

"Mr.  PERRY'S  style  is  not  one  of  his  least  excellences — clear,  unambitious,  and 
flowing,  it  is  the  proper  medium  for  the  exposition  of  precise  and  accurate  ideas. 
The  general  diffusion  of  his  book  could  not  fail  to  put  a  stop  to  the  daily  promulga- 
tion of  masses  of  verbiage,  which  men  would  be  ashamed  to  repeat  if  they  knew  how 
far  it  falls  below  the  standard  of  ordinary  common  sense." — New  York  Times. 

"  Prof.  PERRY  has  sifted  the  systems  of  his  predecessors,  and  in  full  view  of  their 
merits  or  demerits,  he  has  carefully  constructed  his  own.  His  distinctions  repeatedly 
expose  in  a  paragraph,  errors  which  have  misled  nations  into  a  false  policy.  He  sets 
aside  as  irrelevant  some  questions,  and  rejects  some  positions  which  have  hitherto  in- 
troduced confusion  into  the  science.  The  value  of  any  thing,  he  holds,  is  just  its  pur- 
chasing poiver,  or  its  equivalent  for  service  rendered.  He  criticises  severely  what  he 
denominates  the  credit-money  system,  and  exposes  what  he*regards  as  the  false  as- 
sumptions of  the  Protectionist  theory.  He  differs  repeatedly  from  some  of  his  pre- 
decessors in  this  field,  but  he  is  careful  to  give  his  reasons  fairly."— New  York 
Evangelist. 

"  This  is  a  neatly  prepared  text-book  in  Political  Economy,  which  seems  also  well 
adapted  to  be  used  as  a  manual  for  the  general  reader.  The  method  seems  to  us  to  be 
very  good,  and  the  handling  of  the  proverbially  abstract  and  difficult  conceptions  with 
which  this  science  is  concerned,  to  be  uncommonly  successful.  In  all  the  portions  of 
the  book  which  we  have  read  the  author  shows  himself  to  be  a  clear,  strong,  bold, 
and  generally  sound  thinker."— New  Englander. 

"  Prof.  PERRY  has  certainly  produced  one  of  the  best  elementary  treatises  on  Po- 
litical Economy  that  we  have  ever  met  with  in  any  language.  He  has  fortunately  read 
Bastiat  (not  a  common  thing,  either  in  this  country  or  in  Europe),  and  accepts  the  theory 
of  that  talented  Economist,  that  all  exchanges  are  exchanges  of  services.  This  has 
enabled  him  to  avoid  nearly  all  the  errors  of  the  older  Economists  in  regard  to  Pro- 
duction, unproductive  occupations,  foreign  commerce,  etc.,  etc.  His  chapters  on 
Value,  Exchange,  Production,  Labor,  Foreign  Commerce,  and  the  Mercantile  System 
are  most  admirably  clear,  and  will  leave  no  doubts  on  these  subjects  in  the  minds  of 
those  who  will  read  his  able  work ;  and  we  trust  that  every  intelligent  American  who 
loves  his  country  and  desires  its  prosperity,  will  do  this  at  his  earliest  opportunity. 
We  know  of  no  work  that  will  better  repay  a  perusal,  or  that  will  prove  of  greater 
benefit  and  utility  to  our  people." — New  York  Commercial. 

"  We  earnestly  commend  his  book  to  all  persons  who  desire  a  full  and  satisfactory 
insight  into  the  great  questions  of  the  day."—  New  York  Evening  Post. 

"  Prof.  PERRY  is  a  vigorous  thinker,  a  clear  and  forcible  writer.  Political  Econo- 
my in  his  hands  is  freshly,  yet  thoroughly  and  judiciously  treated,  and  in  a  form  not 
ill-suited  to  the  class-room.  Many  subjects  of  present  interest  in  the  legislation  of 
our  country  are  discussed  in  a  manner  which  leads  us  to  wish  that  our  legislators 
would  master  his  book.  We  do  not,  however,  intend  by  this  to  indorse  all  his  opin- 
ions."— Princeton  Review. 
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" The  whole  treatise  ia  well  and  simply  arranged  in  a  way  adapted  to  the  wants 
of  etudents.  The  various  topics  arc  discust-rd  with  clearness  and  aMlity." — American! 
Theological  Review. 

"  We  cordially  recommend  this  book  to  all,  of  whatever  school  of  Political  Econo- 
my, who  enjoy  candid  statement  and  full  and  logical  discussion.  The  author  presents 
in  a  clear  and  concise  shape  the  conclusions  of  American  and  foreign  economists, 
wherever  they  agree  on  all  the  leading  questions  of  the  science ;  and  where  they  disa- 
gree, states  the  points  of  difference  neatly,  and  pronounces  his  own  judgment  with 
almost  an  excess  of  modesty."— Nation. 

41  One  of  the  most  familiar  and  readable  works  on  Political  Economy  which  we 
have  ever  looked  into.  The  arguments  are  well  arranged  and  clearly  stated."— Boston 
Courier. 

"  There  is  more  common  sense  in  this  book  than  in  any  of  the  more  elaborate 
works  on  the  same  subject  that  have  preceded  it.  It  is  the  most  interesting  and  val- 
uable one  that  has  been  given  to  the  American  public  on  this  important  subject." — 
New  York  Independent. 

"  A  work  that  covers  all  the  different  systems,  and  while  nowhere  lacking  origin- 
ality, it  embraces  almost  all  that  has  been  or  can  be  said  upon  the  vital  subject  of 
which  it  so  well  treats.11— Legal  Intelligencer. 
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